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THE TOBACCO INDUSTRY. 



Chapter^ I. • 

INTRODUCTION. 

Section 1. Origin of inTestigation. 

The investigation of certain phases of the tobacco industry was 
authorized by a resolution of the House of Representatives, passed 
June 3, 1920, which was as follows: 

Whereas the prices of tobacco in the loose-leaf markets of the country have 
declined since the harvesting of the 1919 crop to figures below the cost of pro- 
duction, and such decline in prices is not warranted by overproduction of tobacco 
or a decrease in the prices of the manufactured product : Therefore be it 

Resolved, That the Federal Trade Commission is hereby requested to investi- 
gate the facts relating to violations of the antitrust acts by corporations or indi- 
viduals with relation to the cause of the dedlne in the prices of loose-leaf 
tobacco and other unmanufactured tobaccos during the years of 1919 and 1920, 
and especially since October, 1919; to ascertain the cause of such decline; to 
ascertain the prices of loose-leaf or unmanufactured tobacco on the one hand 
and the prices of the manufactured products on the other ; and to report to the 
House of Representatives and the Department of Justice at the earliest prac- 
ticable date, but not later than the first Monday in December, 1920, the result 
of the investigation, together with such recommendations as the Commission 
may deem advisable and proper.* 

This resolution was passed because of numerous complaints made 
to Members of Congress by growers, chiefly of Kentucky, Tennessee, 
and Ohio, regarding the low prices being received for leaf tobacco 
in 1920. When the important markets opened in the autumn of 1919 
prices were higher than for the 1918-19 crop. However, before some 
of the most important types were sold by the producer prices had 
dropped materially, and before the close of the season were less at 
certain points than one-half the opening price for the same grades 
of tobacco. While some of the causes for the decline were apparent, 
growers believed artificial causes also contributed to the decline. 

Charges were made that the buyers for the large companies at some 
of the markets would not bid against each other, i. e., they would 
rotate in buying^ thus eliminating competition. The growers con- 
cluded from their observations that such action was the result of 
organized eflfort on the part of the large tobacco interests. Their 
belief in this regard was probably strengthened by the fact that some 
of the largest companies buying tobacco had been found to consti- 
tute an illegal combination under the Sherman law. The resolution 



*■ House resolution 533, Sixty-sixth Congress, second session. 
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therefore was directed in particular to possible violations of the anti- 
trust laws. 

Section 2. Importance of industry in TTnited States. 

Generally tobacco grown in this country is divided into two classes, 
one being used in the manufacture of cigars, known as cigar types, 
and the other as manufacturing and export tobacco, which is usea 
for all purposes except in the manufacture of cigars. These types are 
entirely different. Th€ second class, on account of the wide differ- 
ence in its qualities and uses, can also be divided into specific types. 
These various types and the quantities^ produced for the years 1915 
to 1919 are shown in the table below : 

Table 1. — Tobacco production in' the United States, by types, 1915-1919. 



[Compiled from the reports of the Bureau of Crop Estimates.] 



Total 

Manufacturing and 

export 

Clear 

All other 

Manufacturing and export 

Bright southern 

Buney 

Dark western 

Dark Virginia 

Virginia sun cured . . . 
Maryland and Ohio 

export 

Perique 



1915 



M 

pounds. 



1,062,237 



870,048 
183,805 

8,384 



870,048 



312,000 

217,338 

257,620 

54,600 

10,200 

18,164 
126 



Per 
cent. 



100.0 



81.9 
17.3 

.81 



100.0 



35.9 

25.0 

29.6 

6.3 

1.1 

2.1 
.0 



1916 



M 

pounds. 



1,153,278 



919,652 

223,444 

10,812 



919,652 



263,300 

257,050 

313,740 

53,792 

8,280 

23,400 
90 



Per 
cent. 



100.0 



79.7 

19.4 

.9 



100.0 



28.6 

28.0 

34.1 

5.9 

.9 

2.5 
.0 



1917 



M 

pounds. 



1,249,276 



1,022,484 

218,627 

8,165 



1,022,484 



358,750 

251,520 

325,824 

51,460 

8,800 

25,920 
210 



Per 
ceaU 



100.0 



81.8 

17.5 

.7 



100.0 



35.1 

24.6 

31.9 

5.0 

.9 

2.5 
.0 



1918 



M 

pounds. 



1,439,071 



1,186,968 
244,936 
7,167 



1,186,968 



487,060 

312,000 

283,002 

60,200 

11,900 



32,680 



126 



Per 
cent. 



100.0 



82.5 

17.0 

.5 



100.0 



41.0 

26.3 

23.8 

5.1 

1.0 

2.8 
.0 



1919 



M 

pounds. 



1,389,458 100.0 



Per 

eent. 



1,157,804 

218,853 

12,801 



1,167,804 



479,250 

262,920 

335,420 

47,600 

8,320 

24,120 
174 



83.3 

15.8 

.9 



100.0 



41.4 

22.7 

29.0 

4.1 

.7 

2.1 
.0 



The data for the 1919 crop is an estimate made on December 1, 1918, 
by the Department of Agriculture. The Commission is informed 
that it is doubtful whether that department will compile corrected 
data, due to a cut in their appropriation. However, information 
from unofficial sources indicates that the exact figures for some types 
are above those shown in the table. 

It will be noted that the total yearly production of tobacco in- 
creased steadily until 1919. The crop for that year, while larger than 
for 1915, 1916, and 1917, was 50,000,000 pounds less than m 1918. 
The decrease in production is accounted for largely by the falling off 
of the burley, Virginia dark, and old belt bright crops. Figures as 
to the average price are not available, but at 35 cents per pound the 
value of the 1919 crop would be close to $500,000,000. 

While tobacco is grown in many States, a large per cent of the total 
is grown in a few States. Of the 1919 crop, Kentucky produced 33 
per cent. North Carolina 22 per cent, and Virginia, South Carolina, 
and Tennessee, combined, about 22 per cent. Thus more than three- 
fourths of the entire crop was produced in five States. 
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The cigar types represent about 17 per cent of the total production. 
The estimate for last year, however, was only 15.8 per cent of the total. 
These types are grown chiefly in Connecticut, New York, Pennsyl- 
vania, Ohio, and Wisconsin. Some is also grown in Florida and 
Georgia. 

Of the manufacturing and export types, bright southern is the most 
important, the estimate for the crop in 1919 being 41.4 per cent of 
the total of these types. This includes both the new belt and oTd belt 
regions, and is produced in central and southern* Virginia, central and 
western North Carolina, and northeastern South Carolina. It is 
used by both domestic and foreign manufacturers largely in the manu- 
facture of smoking tobacco and cigarettes. 

The dark western type is next in importance, the estimate for the 
crop last year representing 29 per cent of the total of these types. 
This type of tobacco is purchased chiefly by the.shuflf companies and 
for export purposes. It is grown in Kentucky and Tennessee. Under 
this heading the dark-fired tobacco grown in the Paducah, Ky., and 
Clarksville, Tenn., districts is included, which represents, roughly, 
two-thirds of this type. Tobacco, known as Green Eiver, stemming, 
and one sucker are also including under this heading. The latter 
types are grown chiefly in Kentucky. 

Burley is also one of the important types grown, the estimate for 
the crop last year representing 23 per cent of the total. The bulk of 
this type is grown in Kentucky, although some is grown in Tennessee, 
Indiana, southern Ohio, Missouri, and West Virginia. It is used 
chiefly in plug and smoking tobacco and in recent years also in 
cigarettes. 

The tobacco grown in the Virginia dark district is similar to dark 
western tobacco and is used in plug and smoking tobaccos and for 
export. 

The production of the Virginia sun-cured type is small, the large 
portion being produced in five counties in central Virginia. It is 
jLised to a great extent in the manufacture of flat plug tobacco. It 
will be noted that the crop in 1919 was below normal. 

The Maryland and Ohio export type is marketed chiefly at Balti- 
more, Md. In recent years the better grades have also been used 
in the domestic manufacture of cigarettes. 

The larger portion of the leaf tobacco grown is manufactured in 
this country. In addition, about 86,000,000 pounds were imported 
in 1919. However, large quantities of leaf tobacco are exported each 
year, together with large quantities of manufactured products. The 
quantities of leaf tobacco exported for the last five years are shown 
in the table below. The countries to which this tobacco was exported 
are also shown. 
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Table 2. — Domestic exports of leaf tobacco j by countries, for calendar years 

1915-1919, 

[Compiled from the reports of the Bureau of Foreign and Domestic Commerce.] 



Country. 



France 

Belgium 

Itafy 

Netherlands 

Spain 

United- Kingdom. . . . 

Denmark , 

Sweden 

Switzerland 

Canada 

China 

Australia 

British West Africa. 
Other countries 



Total. 



1915 



M pounds. 



82,881 



39,971 

36,064 
5,803 
188,097 
2,866 
3,951 
2,109 

14,949 
3,084 
9,811 
6,001 

32,710 



Value. 



$8,578,079 



4,568,832 

3,405,113 

427,955 

.24,024^556 

331,477 

400,734 

844, vtS 

2,553,149 
487,924 

1,654,716 
776,199 

4,501,152 



1916 



M pounds. 



75,269 



33,963 

85,953 

11,261 

154,018 

19,725 

3,904 

1,282 

18,408 

11,235 

10,829 

10,356 

40,275 



Value. 



16,765,383 



3,747,536 

o, uVIb, B4V 

864,344 

25,836,723 

2,279,245 

. 392,391 

129,079 
3,261,280 
1,439,831 
2,066,164 
1,375,629 
5,889,006 



428,297 



52,154,872 



477,408 



62,628,459 



Country. 



France 

Belgiimi 

Italy 

Netherlands 

Spain 

united Kingdom... 

Denmark 

Sweden*.:... 

Switzerland 

Canada 

China 

Australia 

British West Africa 
Other countries 

Total 



1917 



M pounds. 



64,151 

76 

42,662 

1,395 

20,431 

45,236 

267 

652 

3,386 

15,861 

9,623 

11,376 

8,576 

27,600 



251,292 



Value. 



$8,800,832 

6,500 

5,304,172 

185,436 

2,981,407 

12,452,338 

33,416 

87,643 

553,653 

3,982,351 

2,265,190 

2,546,489 

1,385,221 

4,756,352 



45,542,000 



1918 



M pounds. 



65,498 



50,358 



11,449 

183,484 

1,185 

1,833 

900 

26,409 

14,581 

11,072 

8,292 

28,810 



403,871 



Value. 



$10,972,153 



7,356,950 



1,761,478 

70,141,785 

268,284 

357, 137 

214, 4S7 

10,499,689 

5,863,807 

4,815,197 

1,995,602 

8,353,239 



122,599,767 



1919 



M pounds. 



81,717 
48,732 
43,624 
63,319 
24,271 
338,813 
19,356 
12,537 
14,443 
19,851 
14,558 
12,703 
14,018 
44,268 



765,913 



Value. 



$14,082,198 

11,647,118 

8,375,622 

15,381,087 

4,110,856 

147,911,347 

4,979,954 

4,709,523 

3,427,947 

9,335,843 

6,328,366 

6,464,202 

4,485,223 

18,199,198 



259,438,488 



It will be noted that most of the countries bought heavily in 1919, 
their purchases having been curtailed during the war. The exports 
in 1919 to the United Kingdom were larger tnan for any other coun- 
try, followed by France, Netherlands, Belgium^ and Italy, each with 
over 40,000,000 pounds. The average quantity exported for the 
5-year period is about -465,000,000 pounds, or 37 per cent of the 
average quantity produced in this country during the same period. 
The higher prices prevailing since the beginning of the war are also 
reflected in this table. The average value of the total leaf exported, 
as shown in 1915, was only 12.2 cents per pound; in 1916, 13.1 cents; 
in 1917, 18.1 cents; in 1918, 30.4 cents, while in 1919 it was 33.9 cents 
per pound. 

Section 3. Methods of purchasing leaf tobacco. 

The purpose of the decree entered in November, 1911, against the 
American Tobacco Co. as a result of the dissolution suit was to dis- 
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solve the combination into four tobacco manufacturing concerns, viz, 
the American Tobacco Co., P. Lorillard Co., the Liggett & Myers 
Tobacco Co., and the R. J. Reynolds Tobacco Co.,' and into three 
snuflf manufacturing companies, viz, the American Snuff Co., George 
W. Hehne Co., and the Weyman-Bruton Co., and to compel these 
companies to operate independently, both in the purchase of leaf 
tobacco and sale of the manufactured product. These tobacco manu- 
facturing companies are often referred to in the trade as the Big 
Four. These companies have their buyers and agents on the various 
markets. Various agents are employed by some of the companies 
to buy tobacco on order, and since the organization of the Universal 
Leaf Tobacco Co. in 1918 most of the companies named have made 
purchases from or through that company. The bulk of their pur- 
chases to-day are made at the warehouses, where tobacco is sold at 
auction, although some of the crop is purchased from the grower 
direct. The Big Four are important factors on practically all of the 
markets at which the manufacturing types are sold. In addition, 
other purchases are made from independent dealers and speculators 
who follow at least some of the markets. 

The large snuff companies also have their buyers at the markets 
on which the snuflf types are sold, although some of their require- 
ments are purchased from dealers and speculators. Large Quantities, 
however, a:re also purchased direct from the grower. They use 
largely the dark types grown in Virginia, Kentucky, and Tennessee. 

The decree also provided that the Imperial Tobacco Co. (Ltd.) 
and the British- American Tobacco Co. (Ltd.) should operate inde- 
pendently in the purchase of leaf tobacco in this country. These 
companies purchase large quantities of most of the manufacturing 
types grown in Virginia, the Carolinas, and Kentucky. The Im- 
perial company purchases some of its requirements through its own 
buyers or agents and the remainder from other dealers, xhe other 
company makes its direct purchases through its subsidiaries, the 
Export Leaf Tobacco Co. and the Black Horse Tobacco Co., and 
some from dealers. These companies, as well as the Imperial, have 
also purchased from or thrqugh the Universal company since 1918. 

In many foreign countrijes the tobacco trade is under the con- 
trol of a monopoly create4 by the State. In some the control is 
exercised directly through its governmental departments while in 
others it is operated by private parties under concession. France, 
Italy, Japan, and formerly Austria-Hungary are some of the larger 
countries of the first class nanied, while in Spain and Sweden the 
monopolies are leased to concession companies. The purchases for 
these countries are made by organizations called regies, whose 
representatives purchase the requirements either through or from 
dealers located in the chief marketing section. In recent years the 
Universal company has purchased considerable quantities for the 
Swedish and Japanese monopolies. 

Section 4. Scope of investigation. 

In the committee's report of this bill it is stated that the resolution 
is broad enough to cover all types of tobacco grown in the various 
States. Ibices were, therefore, secured from practically all pro- 
ducing sections for the last five years. However, as is shown in 
Chapter II of this report, it developed that prices received for the 



14 REPORT ON THE TOBACCO INDUSTRY. 

1919 crop were higher in some sections than for the preceding year. 
Due to this fact and to the limited time in which to make report, 
special attention has been given to the sections where low prices pre- 
vailed last year. 

Information as to prices paid for leaf tobacco was secured along 
the following lines : 

1. Prices paid for cigar leaf by dealers in the various sections pro- 
ducing that type were secured for the last two years. 

2. Prices paid by the large tobacco and snun nianuf acturing com- 
panies for all types of tobacco for the last five years and by months 
for the year 1919-20. 

3. Prices paid by dealers and regie buyers purchasing the types 
of tobacco grown in Virginia, the Carolinas, Kentucky, and Ten- 
nessee. These data were obtained. for the past five years and by 
months for the year 1919-20. 

4. Data from records kept by the various warehouses as to transac- 
tions for the past five years. 

Theabove was supplemented by data compiled by various govern- 
mental agencies, such as the Bureau of Census, Bureau of Crop Esti- 
mates, and the Internal Revenue Bureau. Reports were also ob- 
tained from certain States which require the warehouses to report 
the sales made at stated periods. The law of North Carolina is 
probably the most complete in this respect. (Ch. 97, Public Laws, 
1907, as amended by Public Laws, 1915.) Virginia, South Carolina, 
Kentucky, and Maryland also have laws of a somewhat similar 
nature. 

In order that a comparison might be made between the prices of 
unmanufactured tobacco and the prices of manufactured products, 
price lists of the large companies on various leading brandy of 
cigarettes, smoking and plug tobacco, and snuff were secured. This 
information was supplemented by cost data on these brands in order 
to show the relation of the total cost of production to the advance in 
the price of these products. However, no extensive investigation of 
the costs of manufacture was made, since it appeared that the reso- 
lution was directed primarily to the purchase of the raw product 
rather than the sale of the manufactured product. 

The main purpose of the Commission in its investigation, there- 
fore, has been to determine the causes of the decline in the prices of 
leaf tobacco, and especially the decline in the prices paid in certain 
sections for last year's crop. Various reasons wen^ advanced by those 
engaged in the industry as being the cause for the decline in the 
price of certain types, especially the dark-fired and hurley types. 
A discussion of the evidence obtained relative to the various causes 
for the decline is presented in Chapter III. 

Some of the factors bearing on the situation are also discussed in 
Chapter IV in connection with their relation to the antitrust laws. 
The request of Congress to investigate the facts relating to any viola- 
tion of the antitrust acts was construed as meaning the securing of 
evidence which would show or tend to show violations of the Sherman 
Antitrust Act and the Clayton Act as well as any evidence tending 
to show violation of the decree entered November, 1911, providing 
for the dissolution of the old American Tobacco Co. The following 
indicates the extent of the investigation in this connection : 
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1. The observation and views of the sellers of tobacco were secured 
by personal interviews. 

2. Correspondence files, records, and contracts of the Big Four 
were examined together with the files of their purchasing agencies. 

3. Correspondence files and records of the important companies 
purchasing tobacco for the foreign Governments were examined. 

4. Examination of the correspondence files and records of the Uni- 
versal Tobacco Co. and its subsidiaries was also made. 

5. The daily purchase records of the large companies using the 
types of tobacco in which the decline in price during the past season 
was marked were examined. This was done primarily for the pur- 
pose of verifying the charge that the Big Four operated in collusion 
by not purchasing on certain markets in competition with each other. 

Chapter V is devoted to the conclusions and recommendations of 
the Commission. 



Chapter II. 
PRICE FLUCTUATIONS. 

Section 1. Introduction. 

The purpose of this chapter is to show the prices of loose-leaf or 
unmanufactured tobacco on the one hand and the prices of the manu- 
factured products on the other during 1919 and 1920, and especially 
since October, 1919, with a view to setting forth such declines in leaf 
prices or advances in the prices of manufactured products as have 
occurred since that time. The causes of the decline set forth will 
be discussed in a later chapter. As far as loose-leaf tobacco prices 
are concerned, the work is mainly an analysis of prices for the 1919 

The tobacco crop for the five years ending with 1919, as set forth 
in the preceding chapter, was approximately 17 per cent cigar types 
and 83 per cent manufacturing and export types. The bri^t south- 
ern, burley, dark western, and dark Virginia types comprise over 
95 per cent of the manufacturing and export tobaccos. The distri- 
bution of manufacturing and export tobaccos among these sub- 
divisions as indicated by the 1918 crop is roughly as follows : Bright 
southern, 41 per cent ; burley, 26 per cent ; dark western, 24 per cent ; 
and dark Virginia, 5 per cent. The estimates of the Department of 
Agriculture indicate that of the 1919 crop 29 per cent was dark west- 
ern and only about 23 per cent was burley. 

Because of the dominating importance of the manufacturing and 
export tobaccos, attention will be centered chiefly on these types. The 
general trend of prices for these types during me five-year period as 
compiled from warehouse records, supplemented by estimates of 
tobacco experts, is shown by the following average prices received 
by farmers for tobacco grown in the years indicated : 

Table 3. — Average prices per 100 pounds paid to growers of leaf tobacco, by 

crops and types, 1915-1919, 



Types. 



Bright southern 

Burley 

Dark western.. 
Dark Virginia.. 



1915 


1916 


1917 


1918 


$10.68 
9.00 
6.02 
8.00 


$18.41 
16.50 
10.81 
10.50 


$29.27 
27.00 
15.02 
19.50 


$34.83 
33.50 
18.75 
18.00 



1919 



$44.37 
33.00 
18.77 
31.00 



These prices are based on sales beginning in July, and in the main 
ending in June. Sales of the 1915 crop, for example, began in July, 

73909—22 2 17 
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1915, and the sales of the 1919 crop continued through June^ 1920, 
and in some sections later. The trend of prices oi leaf tobacco 
through the 1917 crop is, perhaps, in exaggerated degree, merely a 
part of the general trend of war prices. Whereas the abrupt rise 
m prices of food and other commodities began in the latter part of 
1915, the rise in leaf-tobacco prices did not begin until a year later. 
Moreover, the 1915 and 1916 crops brought abnormally low prices and 
are not representative of prewar prices. Thus, while the prices of 
leaf tobacco in the year 1918 show greater increases over the prewar 
year ending with June, 1914, than do food or other commodities, it 
is, in part, due to the fact that during the prewar year leaf -tobacco 
prices were below the prices for the two or three preceding years. 

It will be noted that even the high-price level for the 1918 crop 
was on the whole maintained, and in some cases exceeded in the 
1919 crop. Of course, these figures do not show the prices of the 
many grades into which each of the types is divided, or the price 
changes from month to month, and make no allowance for varying 
proportions of good or poor quality tobacco going to make up the 
crops from year to year. Further analysis of the 1919 crop prices, 
as compared with the 1918 level, will, therefore, be made for the 
various types. 

Section 2. Bright southern. 

Eeference to Table 1 (see p. 10) shows that for the past five years 
the crop yield of bright southern tobacco, constituting on the average 
about 37 per cent of the total crop of manufacturing and export 
tobaccos, ranged from 263,000,000 pounds in 1916 to 487,000,000 in 
1918. Of the average crop during this period nearly 66 per cent was 
grown in North Carolina, about 20 per cent in Virginia, 13 per cent 
xn South Carolina, and a little over 1 per cent in (Jeorgia. Georgia 
produced about 3^ per cent of the 1919 crop, however, according to 
the estimates of the Department of Agriculture. It is estimated that 
more than half of the crop is exported, and that of the remainder 
about one-half is used in the manufacture of cigarettes and one-half 
in smoking and plug tobacco, the plug requirements being about two- 
thirds of those for smoking. 

Sales of this tobacco begin in Georgia and South Carolina in July 
and are practically completed in Virginia by the end of March, and 
in some years by the end of February. There are at least 30 markets 
in South Carolina, 65 in North Carolina, 9 in Georgia, about 20 in 
Virginia, and 1 in Alabama, where this type of tobacco is sold. Dur- 
ing the 1919 crop season, including resales, more than 40,000,000 
pounds of tobacco was sold on the Wilson, N. C, market, and more 
than 30,000,000 pounds each at Danville, Va., and at Winston-Salem 
and Greenville, N. C. 

More than 330,000,000 pounds of the season's sales of this type was 
taken by five buyers. The average prices paid by these buyers for 
the last five years, as shown by their books, are compared with the 
average crop prices, as already given in Table 3, and the average 
prices in the chief growing areas in the table below : 
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Table 4. — Avernge prices per 100 pounds paid grotoers of bright southern 
tobacco for crops as a whole in leading grouping areas and by five largest buy- 
ers, 1915-1919. 



Total sales 

South Carolina 

Winston-Salem, N. C 

North Carolina 

DanvlUe,Va 

Company 1 

Comi>any2 

Company 3 

Company 4 

Company 5 



1915 


1916 


1917 


1918 


$10.68 


$18.41 


$29.27 


$34.83 


7.28 


14.11 


24.09 


31.06 


9.80 


17.84 


32.58 


31.46 


10.90 


19.40 


31.30 


34.30 


10.55 


18.29 


31.76 


34.13 


12.15 


18.26 


31.22 


3a 78 


11.27 


19.60 


29.04 


37.69 


10.49 


21.35 


33.43 


37.27 


8.32 


17.56 


27.29 


34.48 


14.55 


23.68 


36.42 


41.84 



1919 



$44.37 
22.85 
48.95 
5U05 
55.40 
59.48 
56. 56 
58.30 
36.87 
58.03 



^ History of Prices During the War, War Industries Board, Price Bulletin No. 19. 

It is seen from this table that the 1919 crop as a whole brought a 
much better price than the 1918 crop, and the increase in prices paid 
by the leading buyers, with one exception, is greater than the increase 
for the crop as a whole. Prices in North Carolina and Virginia show 
similar marked increases, but the price for the 1919 crop in South 
Carolina, where prices are always lower than in North Carolina and 
Virginia, was over 26 per cent below the price for 1918. The low 
prices for South Carolina tobacco as compared with North Carolina 
and Virginia prices is said to be due^ in part, to poorer methods of 
handling and to the absence of any attempt at grading their product. 
The explanation given in the trade to account at least in part for the 
decline in South Carolina for the 1919 crop will be discussed after 
the 1919 crop prices, by months, have been shown. 

The following table shows the price fluctuations in the bright south- 
ern belts during the 1919 crop season. Monthly prices received in the 
chief producing areas, as a whole, are compared with the monthly 
prices paid for this type of tobacco by the five largest buyers. In 
comparing prices for oouth Carolina and the prices for July and 
August in North Carolina, which are from markets in the South 
Carolina belt, with other prices it should be borne in mind that South 
Carolina tobacco sells at lower prices, year by year, than North 
Carolina and Virginia tobacco. 

Table 5. — Average prices per 100 pounds paid groicers for bright southern 
tobacco, in chief producing areas, and by five largest buyers, by months, for 
1919 crop. 





1919 
crop. 


1919. 


1920. 




July. 


Aug. 


Sept. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


South Carolina 


i$22.85 
48.95 
50.05 
55.40 
59.48 
56.56 
58.30 
36.87 
58.03. 


$21. 05 
' '2i."66' 


»$24.79 
17.49 
25.20 


$18. 51 
37.73 
41.10 
40.36 
43.78 
51.32 
47.46 
28.65 
34.32 


$14. 27 
47.73 
56.85 
54.04 
62.21 
60.43 
53.52 
44.12 
61.30 










Winston-Salem, N. C 

North Carolina 


$82. 12 
67.94 
66.63 
75.32 
79.03 
67.04 
47.74 
78.41 


$55. 21 
53.94 
58.67 
73.47 
69.24 
68.24 
49.80 
86.12 


$46.26 
35.40 
47.82 
67.51 

' 57.98 
70.11 
48.99 
51.55 


$41.13 
31.43 


Danville, Va 


32.61 


Company 1 


' 36.08 
24.79 
27.11 

" '36.*66' 


39.43 
33.58 
34.11 
23.56 
35.52 


57.38 


Company 2 


48.41 


Company 3 


»66.27 


Company 4 


35.42 


Company 5 x , - 


47.80 







> Over 85 per cent of the sales in South Carolina had been made by the end of August and practically ali 
by the end of September. 
* Company's average for March was $58.86. 
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A comparison of the prices of bright southern tobacco by months 
for the 1919 crop discloses, aside from the abnormal prices in South 
Carolina and the prices for July and August, which are in large 
measure South Carolina prices, that the markets opened in Sep- 
tember at prices well above the average prices for the 1918 crop and 
that marked increases occurred in October and November. Decem- 
ber prices, however, show a decided decline, which continued through- 
out the remainder of the season. The rise and the fall may be 
attributed in part to the shifting estimates as to the extent oi the 
crop. The Department of Agriculture's estimates for September and 
October were 116,000,000 to 119,000,000 pounds below its July 1 esti- 
mates and 90,000,000 to 93,000,000 pounds below its final estimates. 
The great bulk of the crop, 95 per cent in North Carolina and 92 per 
cent in Virginia, had been sold through by the end of December, 
when prices were still above those for September, and on the whole 
there was little ground for complaint at prices received for the 1919 
crop of bright southern tobacco, except in South Carolina and a few 
counties in southeastern North Carolina. 

According to the crop-reporting service for the State of North 
Carolina sales in that State were practically completed before the 
decline in price began, and, excepting the markets in the South Caro- 
lina belt, which includes Robeson, Sladen, and Columbus Counties 
in North Carolina, the prices on North Carolina markets were very 
satisfactory. 

The president of the Tobacco Association of the United States, in 
his annual report regarding sales of the 1919 crop in Virginia, says : 

The prices obtained for all grades and colors of tobaccos sold was greater than 
ever known on this world-famed market. An average of $55.40 per hundred 
pounds for all grades, including scrap tobacco, was realized ; this went " over 
the top " of any previous record of prices obtained on this great market. Never 
before have the producers and shippers who sold on the Danville market been so 
liberally remunerated for their offering of tobacco. 

The early purchases made were disposed of readily at satisfactory profits, but 
owing to foreign exchange conditions the demand later in the season was greatly 
reduced and their profits correspondingly so. This was the prime factor in 
bringing about the decline in prices at the close of the tobacco year. 

From the foregoing it is seen that South Carolina was the only 
section in which prices for the 1919 crop of bright southern tobacco 
were not satisfactory. The explanation offered by buyers for the 
exceedingly low price in South Carolina for the 1919 crop as com- 
pared with the 1918 crop is that at the opening of South Carolina 
markets in July the outlook was for an unprecedented yield of bright 
southern tobacco which could not be utilized at the prices prevailing 
in 1918 and prices in South Carolina opened accordingly. After the 
opening of the South Carolina markets, heavy rains throughout the 
South with accompanying crop damage caused an extensive down- 
ward revision of the estimates for the 1919 crop yield. The extent 
of the damage to the crop as a whole was probably greatly over- 
estimated, but in South Carolina, where the tobacco is brought direct 
from the field, it was greater than in other sections. The South 
Carolina growers had the double handicap of marketing a seriously 
damaged crop and marketing it during a period in which the idea 
prevailed that the total crop of bright southern would be much larger 
and of much poorer quality than it actually turned out to be. The 
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Department of Agriculture's estimate for the tobacco crop in 
Georgia, the Carolinas, and Virginia (including Virginia dark, sun 
cured, and hurley) was 564,000,000 pounds on July 1, 1920, 486,- 
000,000 pounds on August 1, 445,000,000 pounds on September 1, and 
448,000,000 pounds on October 1. From September on, however, the 
estimate was increased until it reached 539,000,000 pounds on Decem- 
ber 1, when the figure for the bright southern crop alone was fixed 
at 479,000,000 pounds. More than 85 per cent of the total sales in 
South Carolina had been made before September 1, and the sales 
after the end of September were negligible. 

Section 3. Burley. 

The burley crop for the past five years ranged from 217,000,000 
pounds in 1915 to 312,000,000 pounds in 1918 and made up a little 
over 25 per cent of the average crop of manufacturing and export 
tobaccos. Domestic manufacturers until recent years used the re- 
mainder in plug and smoking tobacco, but a considerable portion of 
the crop is now used in cigarettes. It has been estimated that 10 
per cent of the 1917 crop was so used, and the percentage used in 
cigarettes is rapidly increasing. Only about 5 per cent of the crop 
is exported. 

Lexington, Ky., is the leading burley market, more than 60,000,000 

Kounds of tobacco being sold there during the 1919 crop season, 
[aysville, Louisville, ^elbyville, and Paris, Ky., each handled 
more than 10,000,000 pounds, and Cynthiana, Carrollton, Danville, 
Richmond, Carlisle, Mount Sterling, Glasgow, and Springfield, Ky., 
more than 5,000,000 pounds each. Outside of Kentucky the prin- 
cipal markets are Greenville, Tenn. ; Huntington, W. Va. ; Madison, 
Ind. ; and Eipley, Ohio. The total sales on Kentucky markets alone 
during the 1919 crop season exceeded 302,000,000 pounds. Thirty- 
seven million pounds of this, however, was tobacco grown in 1918, 
and 38,000,000 pounds of the new crop sales was reported as resales 
or sold for dealers. Sales of the new crop for growers amounted to 
227,000,000 pounds during the 1919 season and 233,000,000 pounds in 
the 1918 season. Sales on these markets, except Louisville, open in 
December and close in March. Louisville is known as a hogshead 
market, and sales there continue throughout the year and include 
other kinds of tobacco as well as burley. The other markets are 
what are known as loose-leaf markets, where the tobacco is auctioned 
off by baskets, often at the rate of 300 baskets an hour. On most of 
the markets but one sale is held at the same time, the buyers follow- 
ing the auctioneers from one warehouse to another, but at Lexington 
three sales proceed at the same time so that a company to be fully 
represented must have three buyers on this market. The four big 
domestic manufacturers, together with the two leading dealers in 
leaf tobacco purchased more than 260,000,000 pounds of burley to- 
bacco during each of the past two seasons. 

The steady advance in prices from the 1915 season throughout the 
1918 season, as shown in Table 3, was more pronounced in the prices 
of burley than in those of any of the other types shown. The 
average price for the 1918 burley crop was more tnan 270 per cent 
above the average for the 1915 crop. For the 1919 crop, however, 
while the rise m bright southern prices continued into the 1919 
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season so as to make the average for the 1919 crop, in spite of the 
decline in December, 10 cents per pound above the 1918 average 
price, the average for hurley was slightly less than for the 1918 crop. 

Burley prices opened in December, in accord with the general 
upward price trend, on many markets 20 cents per pound higher than 
the preceding crop average. Prices were perhaps stimulated by the 
Department of Agriculture's estimate that the 1919 burley crop 
would fall 50,000,000 pounds below the 1918 crop. Sales figures seem 
to indicate that the 1919 crop was nearly as large as the 1918 crop. 
It apparently did not exceed the 1918 crop, but it is claimed in the 
trade that the 1919 tobacco was of far inferior quality and contained 
a much greater percentage of low grades than either the 1918 crop 
or the average crop. The high opening prices were maintained, how- 
ever, and showed some increases until the latter part of December, 
when a break more pronounced than the phenomenal rise came, and 
with some interruptions the downward trend continued throughout 
the season. 

The prices paid by the six largest buyers, purchasing more than 
260,000,000 pounds during the 1919 season, by months and for the 
season as a whole, are compared with prices paid during the pre- 
ceding season in the following table : 

Table 6. — Average prices per 100 pounds paid growers for burley tobacco by 

six largest buyers, 1918 and 1919 crops. 





1918 


Total. 


1919 

* 


Company. 


Dec«m- 
ber. 


January. 


Feb- 
ruary. 


March. 


No.l 


$42.44 
34.02 
42.08 
31.57 
29.93 
25.21 


$43.91 
37.39 
67.60 

143.33 
35.47 
15.86 


$39.69 
44.26 
67.60 


$55.18 
41.77 
67.39 
46.74 
42.68 
21.81 


$45.32 
37.78 
31.15 
44.90 
34.54 
14.83 


$34.73 


No. 2 


26.83 


No. 3 


13.27 


No. 4 


43.81 


No. 5 , 


45.31 
19.80 


25.41 


No. 6 


12.72 







1 Average for the year was reduced by the purchase of low grade tobacco after March.. 

The first four of the companies shown are manufacturers and their 
purchases are of high-quality tobacco, with prices somewhat higher 
than the market averages. Their purchases, however, cover a wide 
range of grades, and varying proportions of high or low grade pur- 
chases may account for wide variations in their prices from month 
to month. Thus the low price paid by company No. 1 in December, 
1919, means merely that its purchases of the low grades during that 
month made up a larger proportion of its total purchases than in 
the other months, and the extremely low prices in March and Feb- 
ruary for company No. 3 are, at least in part, accounted for by the 
fact that in those months that company was not making extensive 
purchases of the better grades. More than three- fourths of its direct 
purchases had been made in December and January. The prices 
given for company No. 3 cover only its purchases through its own 
organization on the warehouse floors, while the prices for the other 
three of the first four companies cover their purchases from dealers 
as well as those through their own buying organizations. 
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Companies Nos. 5 and 6 are dealers, and their purchases, except 
such as are made for the big manufacturers, are largely from the 
lower grades, and their prices, while showing less violent breaks 
from month to month, show lower prices for 1919 as compared with 
those for the 1918 crop than do those of the manufacturers. In each 
instances the average prices paid by the manufacturers for the 1919 
crop are higher than those paid for the 1918 crop. 

The same results are shown by comparing the pjrices paid on the 
various markets. Eighteen loose-leaf markets, including the 14 
largest burley markets in Kentucky in the order of their importance 
and four outside markets, on which more than two-thirds of the 
burley crop was sold in each of the past two seasons, have been 
selected with a view to showing in detail, so far as averages are con- 
cerned, the price changes in burley tobacco during the 1918 and 1919 
crop seasons. The monthly and yearly average prices for the two 
seasons on these 18 markets are given in the following table : « 

Table 7. — Average prices paid grotcers per 100 pounds for hurley tobacco, 1918 

and 1919 crops, by months and principal markets. 



Market. 



Lexington, Ky. . 
Maysville, Ky... 
Sbelbyvilie, Ky. 

Paris, Ky 

Cynthiania, Ky. 
Carrollton, Ky.. 

Danville, Ky 

Richmond, Ky.. 



Carlisle, Ky 

Mount Sterling, Ky. 

Glasgow, Ky 

Springfield, Ky 

Frankfort, Ky 

Horse Cave, Ky 

Greenville, Tenn 

Huntington, W. Va. 

Madison, Ind 

Ripley, Ohio 



Total, 18 markets. 



1918 crop. 



De- 
cem- 
ber. 



$30.49 



31.93 
28.71 



28.75 



32.60 



25.29 



25.28 
23.37 



25.83 
19.02 



Janu- 
ary. 



$40.19 
34.73 
31.73 
41.90 
37.09 
30.38 
33.67 
33,87 
39.28 
33.61 
30.55 
30.14 
34.10 
30.67 
35.61 
39.20 
26.62 
35.58 



Feb- 
ruary. 



$48.51 
35.98 
32.72 
46.11 
41.10 
30.08 
37.20 
29.60 
35.76 
39.60 
S2.65 
32.71 
34.10 
34.75 
39.52 
38.10 
27.67 
34.19 



29.27 



35.83 



37.68 



March. 



$27.68 
22.21 
19.71 
34.03 
24.62 
18.82 
22.01 
19.93 
38.36 
25.35 
21.03 
17.90 
20.90 
20.78 
25.72 
23.89 
17.55 
22.62 



Total. 



$38.39 
32.42 
29.07 
41.04 
35.30 
26.46 

32.10 
37.35 
34.38 
28.12 
29.46 
30.62 
28.67 
34.11 
35.41 
24.85 
32.35 



1919 crop. 



De- 
cem- 
ber. 



$63.49 
35.68 
40.26 
55.30 
49.97 
38.93 
54.82 
57.90 
31.80 
42.04 
30.96 
43.92 
46.81 
28.23 
50.17 
41.71 



36.25 



23.09 



33.90 



50.79 



Janu- 
ary. 



$49.96 
29.90 
31.69 
46.72 
36.46 
32.08 
49.40 
48.29 
35.93 
33.42 
24.68 
38.74 
35.83 
22.35 
46.59 
37.12 
29.46 
31.56 



40.94 



Feb- 
ruary. 



$38.32 
21.51 
22.09 
33.96 
22.93 
24.26 
32.10 
35.73 
20.16 
21.13 
15.83 
25.33 
23.77 
13.85 
30.56 
30.28 
I.'). 25 
23.84 



28.87 



March. 



$27.04 
16.79 
17.63 
25.37 
15.78 
15.17 
22.54 
19.45 
12.20 



12.64 



19.46 
8.09 
25.53 
26.96 
11.97 
15.43 



Total. 



20.81 



$46.19 
24.30 
29.71 
43.30 
33.41 
28.70 
45.65 
45.79 
28.88 
30.98 
19.41 
36.37 
33.58 
19.56 
39.56 
32.79 
25.04 
27.75 



36.70 



The averages for the 1919 crop as a whole did not differ greatly 
from the 1918 crop averages, but they show a much wider variation 
between different markets than is seen in the 1918 crop averages. 
While at Lexington and at some other important markets the lj919 
prices were substantially above those for the 1918 crop, at Mays- 
ville, Glasgow, and other markets the average prices for the 1919 
crop were less than 75 per cent as high as they had been for the 191? 
crop. 

It will be noted that the average price for February on all markets 
was about 5 cents per pound less than for the 1918 crop as a whole. 
The magnitude of this break was such that the average prices for 
February on many markets were below the averages for the 1917 
crop and on a few markets they were even below the averages for the 
1916 crop. In some cases the February averages were less than half 
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of those for the preceding December. The advances that had re- 
quired from one to two years to establish were thus more than wiped 
out in less than three months. The combined average price on 18 
important markets for February, 1920, was about 29 cents per pound, 
which was only about 2 cents above the average for the whole 1917 
crop, and 22 cents below the December, 1919, average on the same 
markets of 51 cents per pound. 

The indications that it was on the lower grades that the 1919 prices 
suffered most in comparison with 1918 prices are substantiated by a 
study of the prices paid for individual grades by the big manufac- 
turers. In most cases they paid more, grade by grade, for their 1919 
purchases than in 1918, the chief exceptions to this being found in 
the lower grades. The rise in price on the high grades at the same 
time that the low grades were falling is illustrated by the prices paid 
for a high grade, a medium grade, and a low grade by two companies. 

Table 8. — Comparison of prices paid for high-grade and lotc-grade hurley to- 

hacco hy two com parties , 1918 and 19 W crops. 



Low grade: 
Company 1 
Company 2 

Medium graae: 
Company 1 
Company 2 

High grade: 
Company 1 
Company 2 



1918 



$24.51 
19.57 

29.88 
29.94 

75.89 
69.34 



1919 



Total. 



121.83 
15.59 

29.70 
29.01 

94.01 
96.41 



Decem- 
ber. 



124.18 
19.71 

30.72 
32.08 

98.64 
97.74 



January. 



122.97 
17.75 

30.98 
30.01 

92.02 
97.70 



Febru- 
ary. 



$20.10 
14.77 

28.32 
2&25 

98.32 
95.36 



March. 



$18.83 
13.83 

27.29 
27.21 

96.61 
92.90 



These figures show that while the medium grade practically held 
its own for the 1919 crop, as compared with the 1918 crop, the prices 
on the high grade advanced and those on the low grade declined. 

It is seen, therefore, that while from 1915 to 1918 hurley prices 
advanced more rapidly than those for bright southern, and began 
the 1919 season at a level far above any level previously reached, 
they suffered a tremendous break early in the season, which pre- 
vented the average price for the 1919 season from rising above that 
for the preceding season, and on many markets threw it back to 
1916 and 1917 price levels, although the bright southern average 
for the 1919 season was 10 cents per pound above that for the pre- 
ceding season. The failure of the crop average as a whole to rise, 
while the average prices for higher grades show material advances, 
shows that the brunt of the fall was suffered by the lower grades. 
The causes for the big drop in hurley prices, beginning at the end 
of December, 1919, will be discussed in another chapter. (See 
Chap. III.) 

Section 4. Dark western. 

The size of the crops of dark western tobaccos, according to the 
classification adopted by the Department of Agriculture and the 
figures furnished by it, for the five years preceding the 1919 crop, 
were as follows: 
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Table 9. — Production of dar^ western toMccos, 1914-1918, 

[Quantity in million pounds.] 



Type. 


1914 


1915 


1916 


1917 


1918 


Five-year 
average. 


Quan- 
tity. 


Per 

cent. 


Quan- 
tity. 


Per 
cent. 


Quan- 
tity. 


Per 
cent. 


Quan- 
tity. 


Per 
cent. 


Quan- 
tity. 


Per 
cent. 


Quan- 
tity. 


Per 
cent. 


Dark western... 


239 


;oo.o 


258 


100.0 


314 


100.0 


326 


100.0 


283 


100.0 


284 


100.0 


Dark fired... 
Stemming... 
One sucker.. 


134 

68 
37 


56.1 
28.6 
15.5 


157 
71 
30 


60.9 
27.5 
11.6 


177 
95 
42 


56.4 
30.2 
13.4 


190 
91 
45 


58.3 
27.9 
13.8 


153 
85 
45 


54.1 
30.0 
15.9 


162 
82 
40 


57.0 
28.9 
14.1 



During this period the dark western crop ranged from 24 to 34 
per cent of the total crop of manufacturing and export tobaccos, and 
on the average constituted about 30 per cent. The table above shows 
that fired tobacco constitutes about 57 per cent of the dark western 
crop and that the remainder is roughly two-thirds stemming and one- 
third one sucker. 

The 1919 crop, according to the estimate of the Department of 
Agriculture, was more than 335,000,000 pounds, as compared with 
283,000,000 for the preceding year, and practically all this increase 
was in the dark-fired type. The average crop of dark fired for the 
five years preceding 1919 was 162,000,000 pounds, while the 1919 
crop was probably between 210,000,000 and 220,000,000 pounds and 
made up from 63 to 65 per cent of the dark western crop. In the 
western or Paducah district of the dark-fired section, where the 1918 
crop was only 76,00,000 pounds, it is estimated that the 1919 crop 
was over 110,000,000 pounds, and in the Clarksville district the in- 
crease was from 77,000,000 to about 100,000,000 pounds. 

The dark-fired tobacco is grown in the Clarksville district, em- 
bracing Eobertson, Montgomery, and adjoining Tennessee counties 
and Christian and adjoining Kentucky counties; and in the Paducah 
or western district, taking in Graves, McCracken, and adjoining 
Kentucky and Tennessee counties. The stemming tobacco, including 
what is sometimes known as the Green River type, is grown largely 
in Henderson and Daviess Counties, in Kentuclq^, and the one-sucker 
tobacco is grown in a half dozen or more counties in southwestern 
Kentucky. Probably more than 60 per cent of these dark tobaccos 
are exported. Nearly 30 per cent is used in the manufacture of 
smoking and plug tobaccos and stogies, and about 10 per cent is used 
in snuff making. Of the dark-fired tobacco alone one-sixth or more 
is taken by the snuff companies. 

The most important markets for dark western tobaccos are Owens- 
boro and Henderson, Ky., in the stemming district; Clarksville and 
Springfield, Tenn., and Hopkinsville, Ky., in the Clarksville district; 
and Paducah, Mayfield, and Murray, Ky., in the western district. 
By no means such a large proportion of the crop of these tobaccos is 
sold on warehouse floors at auction as is hurley and bright southern 
tobaccos. Probably the larger part of the dark western tobaccos 
is sold in the country where buyers visit the farmers and make con- 
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tracts for the purchase of their crops. Some sales of these tobaccos 
are also made on the streets. Sales of these tobaccos begin in Novem- 
ber and December and usually end in May or June, although in the 
1919 season probably more than one-fourth of the sales were made 
after June. More than 140,000,000 pounds of these tobaccos, mainly 
of the dark-fired type, were purchased during the past season by 
three exporters and two snuff companies. 

The failure of the 1919 crop average of dark western tobaccos to 
rise above the average for 1918 was fully as pronounced as in the case 
of hurley prices discussed in the preceding section. The prices in the 
dark western territory did not open up at the be^nning of the season 
nearly as high above the 1918 level as did those m the burley section. 
Therefore even smaller price decreases in these types would bring 
about the same general result that was observed in the case of burley. 
However, in the western or Paducah district of the dark-fired terri- 
tory the breaks were even more severe than on the burley markets. 
In the Owensboro, Henderson, and Clarksville districts prices for the 
1919 crop compared favorably with the averages for 1918. The 
eight leading centers, where perhaps three- fourths or more of the 
crop is sold, have been selected to show the price variations from 
month to month during the 1919 season and the differences between 
the 1918 and 1919 averages. Where the figures for the total sales on 
the warehouse floors were available, as at Henderson, Owensboro, and 
Hopkinsville, these have been used, and at other points the prices 
paid by large buyers have been used as fairly typical of the general 
averages. The prices for the past two seasons at these centers are 
shown in the following table : 

Table 10. — Average prices per 100 pounds paid for dark western tobacco at 
leading selling points, 1918 crop, and 1919 crop "by months. 





1918 
total. 


1919 


Market. 


Total. 


Novem- 
ber. 


Decem- 
ber. 


Janu- 
ary. 


Febru- 
ary. 


March. 


April. 


May. 


June. 


Owensboro, Ky 

Henderson, Ky. 

HopkinsvUle, Ky . . . 
Clarksville, Tenn.... 
Springfield, Tenn . . . 

Paducah, Ky 

Mayfield, Ky....^... 
Murray. Kv 


S15.02 
15.20 
19.20 
22.22 
19.64 
21.26 
20.14 
19.14 


$15. 16 
14.28 
16.47 
20.53 
23.38 
11.08 
12.50 
20.38 




$18.26 
17.17 
21.53 
23.20 


$16.66 
15.62 
22.12 
23.39 
26.84 
17.54 
17.75 
21.64 


$13.22 
12.56 
19.37 
26.56 
31.54 
13.45 
13.95 
25.01 


$10.93 
11 11 
16.98 
22.39 
25.08 
13. 52 
13.34 
25.09 


$10.83 
9.58 
13.64 
1Q.62 
24.64 
12.94 
12.21 
21.74 


$10.02 
10.54 
13. 52 
17.83 
22.02 
11.88 
11.30 
17.83 


V$i2."49 

13.63 

S22.33 


■$i7.'52' 


17.19 
17.65 


•10.23 

ua74 

M6.53 


* " i««i»»j, »^j... ...... 









' $10.70 was the average for July sales on the Hopkinsville market, and on a small 
volume of sales it was $11.14 for August and $9.23 for September. 
'•June average, $21.40; July, $8.56. 

* July, August, September, and October, $9.98, $8.77, $8.58, and $8.17, respectively. 

* July, August, and September, $10.96, $8.81, and $9.30, respectively. 
» July average, $16.10. 

Seven companies buy the bulk of the dark western tobacco sold. 
The average monthly prices paid by them for more than 140,000,000 
pounds during the 1919 season, in comparison with the crop averages 
for 1918 and 1919, are shown in the table below : 
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Table 11. — Average prices per 100 pounds paid growers for dark western 
tobaccOf ty largest buyers, 1918 crop, and 1919 crop by months. 



Com- 


1918 
total. 


1919 


pany. 


Total. 


Nov. 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


July. 


Aug. 


Sept. 


No. 1.... 

No.2 

No. 3 


$22.07 
20.38 
19.43 
20.96 
26.08 
15.38 
17.91 


$16.33 
12.44 
19.16 
19.96 
26.44 
15.44 
14.40 


iie.'n' 

17.85 


$29.99 
18.36 
22.15 
20.98 


$25.23 
19.03 
21.00 
22.86 
31.04 
16.94 
17.73* 


$27.80 
18. 49 
19.31 
23.99 
31.60 
13.76 
20.43 


$25.12 
14.72 
17.79 
21.26 
30.53 
11.50 
17.61 


$18. 16 
12.23 
16.53 
19.18 
27.67 
12.13 
13.23 


$15.52 
11.14 
15.73 
17.58 
25.24 
12.44 
12.91 


$13.90 
9.16 
16.00 
15.28 
22.77 
13.50 
10.70 


$12.63 
9.38 


$10.06 
8.18 


•••■■• 

$8.39 


No.4 








No. 5.... 








No.6 


15.62 


17.67 
15.92 








No. 7.... 


11.13 


9. 19 





The trend of prices for these companies is seen to follow much 
the same course as the market averages set forth in Table 10. Com- 
pany No. 1 operates both in the Clarksville and Paducah districts, 
and normally purchases about an equal quantity of tobacco in each. 
The figures above show the company's combined average for the 
two sections. A separation of the purchases made by this company 
in each district serves to illustrate in a striking manner the fact 
already referred to, that the break in prices was much more severe 
and extensive in the western district oi the dark-fired field than in 
the Clarksville district. This separation has been made, and is set 
forth in the following table : 

Table 12. — Average prices paid by one company for dark-fired tobacco for 1918 
and 1919 crops and' by months for 1919 crop in the Paducah and Clarksville 
districts. 



1918 crop 

1919 crop 

1919— December. 
1920— January... 

February. 

March 

April 

May 

June 

July 

August — 
September 



Clarksville 
district. 



$23.47 
22.72 
25.14 
25.23 
27.80 
25.57 

121.55 
20.25 
19.37 
20.36 
15. 61 
18.10 



Paducah 
district. 



$20.64 
11.95 
19.47 



14.30 

13.81 

12.53 

11.72 

•11.09 

9.93 

8.81 



*■ The company's heaviest^ purchases in the Clarksville district were made in April, the 
purchases for that month making up nearly 25 per cent of its season's purchases in that 
district. 

* Nearly one-third of the purchases in the Paducah district were made in July. 

As on the hurley markets, the low grades of dark-fired tobacco 
suffered more severe price declines than the higher grades, and, while 
as a whole the Paducah district was affected more in this regard than 
the Clarksville district, there were tremendous breaks in prices of the 
lower grades even in the latter diaftrict. That the low grades suffered 
most is illustrated by the prices paid on the loose-leaf market at 
Hopkinsville during the 1919 season by a company taking more than 
15 per cent of the tobacco sold, which is shown below : 
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Table 13. — A^erdge prices per 100 pounds paid hy a large buyer on Hopkinsville 
market for selected graces of dark-fired tobacco, 1919 season, by months. 



1919— Season 

1919— December. 
1920— January... 

February. . 

March 

April 

May 

June 

July 

August 

September. 



Low grade. 



No. 1. 



14.80 

11.53 

10.54 

5.41 

2.99 

2.83 



No. 2. 



$5.02 
8.36 
7.42 
4.84 
2.83 
2.69 
3.08 
2.70 
2.25 



Medium 
grade. 



$19. 13 
19.17 
24.11 
22.37 
17.95 
16.30 
19.14 
15.07 
14.41 
15.46 



High 
grade. 



$27.11 
28.44 
29.39 
30.18 
27.27 
26.87 
27.07 
28.25 
24.07 
23.78 
33.00 



Total 
pur- 
chases. 



$12.40 
15.44 
16.70 
19.03 
14.69 
10.46 
10.52 
9.24 
10.48- 
13.64 
12.00 



For its total purchases of dark-fired tobacco during the 1918 season 
this company paid an average of $17.91 per 100 pounds, as against 
$18.75 for the 1919 season, but during the 1919 season its average on 
the Hopkinsville market was only $12.40. The purchases of the four 
grades selected aggregate about one-fourth of the company's total 
purchases on this market. About 1,000,000 pounds of the high grade, 
900,000 pounds of the two low grades, and 169,000 pounds of the 
medium grade were purchased. 

The average monthly prices and averages for the two seasons paid 
by the French and Italian regies, together with the quantity pur- 
chased and the percentages of their total purchases for the season 
made in each month for the past two seasons, are shown in the table 
below : 

Table 14. — Combined purchases of dark-fired tobacco by French and Italian 

regies, 1918 and 1919 crops, by m/mths. 



December. 

January 

February.. 

March 

April , 

May 

June , 

July 

August 

September. 
Later 



Total. 



1918 



Pounds. 



1,524^091 

8, 744, 766 

21, 856, 560 

24,858,578 

15,775,944 

4,486,342 

3,974,670 



1,322,036 



Average 

price 

per 100 

pounds. 



$15. 73 
19.96 
21.57 
21.16 
21.08 
21.92 
20.54 



19.16 



82,542,956 



21.00 



Per cent 
of total. 



1.4 
10.1 
27.2 
30.3 
19.2 
5.7 
4.7 



1.4 



100.0 



1919 



Pounds. 



2, 716, 885 

1,821,660 

6,660,379 

« 2, 356, 542 

14,289,285 

16,969,049 

12, 169, 224 

12, 406, 095 

6,825,917 

450,025 



76,665,061 



Average 

price 

per 100 

pounds. 



$21,34 
22.76 
25.06 
24.91 
17.85 
15.39 
12.54 
12.22 
10.91 
8.85 



16.97 



Per cent 
of total. 



4.7 

3.4 
13.6 

4.8 
20.9 
21.3 
12.5 
12.4 

6.1 
.3 



100.0 



These two regies are the heaviest buyers of dark-fired tobacco. 
Their combined purchases were over 82,000,000 pounds during the 
1918 season and exceeded 76,000,000 during the 1919 season. The 
opinion sometimes expressed that their purchases of the 1919 crop 
were heavily curtailed is without foundation in fact. Apparently 
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the only important buyer of dark-fired tobacco that made no material 
purchases of the 1919 crop was the Spanish regie. Its purchases in 
former years ranged from 3,000,000 to 30,000,000 pounds. The bulk 
of the Italian and French purchases, however, were made much later 
in the 1919 season than in the preceding season. In the 1918 season, 
the French Government did not begin buying until January but had 
made about 85 per cent of its purchases by the end of April, whereas 
in the 1919 season it began in December and made nearly 7 per cent 
of its purchases in that month but had made only 42 per cent of its 
purchases by the end of April. The Italian Government in Decem- 
ber, 1919, made only a little over 1 per cent of its purchases as com- 
pared with 3.5 per cent in the previous season. By the end of April 
in the 1918 season it had made more than 90 per cent of its purchases, 
but during the past season it had made less than 32 per cent of its 
purchases during the same period and only about 15 per cent of its 
purchases in the Paducah district. In this district it was off the 
market entirely from December 22 until the second week in March. 

The effect on prices of dark western tobaccos was therefore as great, 
if not more marked, than on prices for hurley. This result was 
brought about in spite of the fact that prices on one sucker, stem- 
ming, and a large part of the dark-fired tobaccos grown in the Clarks- 
ville district were fairly satisfactory as compared with prices in 
1918. The causes of the 1919 decline and of its localization in the 
Paducah district and falling heavily on the low grades in particular 
will be discussed in Chapter III. 

Section 5. Other types of manufacturing and export tobaccos. 

More than 90 per cent of the manufacturing and export tobaccos 
and probably 93 per cent of the 1919 crops have been dealt with in 
the three preceding sections. Virginia dark tobacco comprises about 
5 per cent of the total crop of these tobaccos, Virginia sun cured 
about 1 per cent, and Maryland and eastern Ohio export from 2 to 
3 per cent. 

The estimates of the Department of Agriculture indicate that in 
1919 the crops of both the dark and sun-cured types in Virginia 
were short, and the data secured from the markets on which these 
tobaccos are largely sold indicate that the 1919 crop prices for Vir- 
ginia dark and sun-cured tobacco was almost as satisfactory as 
the prices obtained for the bright southern crop. Practically all 
of the sun cured is sold on the Kichmond market. Lynchburg and 
Farmville are the leading markets for the Virginia dark tobacco. 
The monthly average prices on the Richmond market, as a whole, 
and the monthly average prices paid by a buyer at Farmville taking 
more than 2,000,000 pounds of the 1919 crop of dark Virginia and 
by a buyer taking about 1,250,000 pounds in the Lynchburg section, 
in comparison with the corresponding averages for the 1918 and 1919 
crops as a whole, are shown in the following table : 



30 



REPORT ON THE TOBACCO INDUSTRY. 



Table 15. — Average prices on the Richmond market^ and averages prices paid 
hy certain buyers at Lynchburg and FamwUle, Fa., for Virginia dark and 
sun-cured tobaccos, 1918 and 1919 crops, and 1919 crop by months. 



1918 crop 

1919 crop 

1919— August 

Septemb^. 
October... 
November. 
Decemb^. 
1920— January... 
February. . 

March 

April 

May 



Virginia dark. 



Lynchburg. 



116.47 
24.46 



8.70 
18.27 

S29.28 
34.25 

«27.66 
18.27 
21.47 
18.58 



Fannyille.i 



118.67 
20.35 
9.87 
10.71 
16.07 
22.67 
22.16 
18.72 
21.86 
17.20 
24.94 



VirginiA 
sun cored. 



Richmcnd. 



iao.39 

28.45 



19.84 
30.21 
34.30 
33.07 
33.89 
2030 
15.12 



> Includes some bright southern tobacco. 

* More than hall of these sales were made in November, December, and January. 

It will be noted that in all three markets prices in 1919 were higher 
than in 1918. 

About 60 per cent of the Maryland and eastern Ohio export crops 
are used in cigarettes and 40 per cent is exported. These tobaccos 
are sold largely at Baltiitnore, Md. The figures furnished by a 
Baltimore dealer buying about 1,000,000 pounds of the 1918 crop 
and 3,600,000 pounds of the 1919 crop show an average for the 1918 
crop purchase of $40.74 as compared with $38.21 for the preceding 
year. The purchases of this company are chiefly of the better grades, 
however. Figures furnished by the Maryland State Board of Agri- 
culture from selling agents on or through the Baltimore market show 
the monthly average prices for southern Maryland tobacco sold 
from May to October, 1920, to be as follows : 

Per 100 pounds. 

May $23. 50 

June 21.80 

July 27. 20 

August 2a 50 

September 26.70 

October 22. 20 

In Ohio the average price paid the grower for purchases, aggre- 
gating 4,000,000 pounds, was $16.20 per pound in the 1918 season as 
compared with an average price of $19.48 for purchases aggregating 
2,200,000 pounds made in the 1919 season. 

Section 6. Cigar types. 

Only about 17 per cent of the total tobacco produced in this country 
is cigar types. These are produced chiefly in Connecticut, Pennsyl- 
vania, Ohio, and Wisconsin. In 1919 it was estimated that the total 
crop of these types was 219,000,000 pounds. 

A preliminary survey indicated that prices received for the 1919 
crop compared favorably with those received in 1918. The one excep- 
tion was a complaint that came from the growers in Ohio, the tobacco 
grown in the west central paii; of the State being used as a filler. In- 



BEPORT ON THE TOBACCO INDUSTRY. 



81 



terviews were had with certain dealers and growers in that locality. 
The dealers were also sent a questionnaire in which information was 
requested as to the 1918 and 1919 crops. The same questionnaire 
was sent to dealers purchasing cigar leaf in other localities. The 
results of this schedule are presented in the table below : 

Table 16. — Average prices per 100 pounds of cigar leaf tobacco to grower, hy 

States, for the years 1918 and 1919. 



state. 


1918 


1919 


1919 
over 
1918 


Connecticut 


$44.79 
22.31 
14.51 
26.3$ 
18.07 


145.82 
27.18 
18.47 
29.10 
18.27 


$1.03 


New York 


4.87 


Pennsylvania 


3.96 


Wisconsin * '. 


2.72 


Ohio 


.20 








25.21 


30.13 


4.92 



The above figures are based on purchases by 97 dealers purchasing 
about 50,000,000 pounds of the 1918 crop and 87 dealers purchasing 
about 43,000,000 pounds of the 1919 crop. In the majority of cases 
where dealers reported for both years the average prices paid in 1919 
exceeded those in 1918 by a larger margin than the averages pre- 
sented in the table above. It will be noted that the incl'ease in the 
average prices paid in 1919 as compared with 1918 was highest in 
New York and the lowest in Ohio, the average price for the five States 
in 1919 being $4.92 per 100 pounds higher than in 1918. 

The data for Ohio presented above represents 24 dealers' purchases 
of the 1918 crop and 14 dealers of the 1919 crop. The average 
prices for the two years are about the same. From the information 
obtained it appears that higher prices prevailed in 1917 than in 
either of the following years, the bulk of the crop bringing 25 cents 
per pound and some growers being paid as much as 30 cents per 
pound. This, it is claimed, was due to war conditions and that 
manufacturers were afraid of a shortage in the supply of this to- 
bacco. The packers also bought of this crop for speculative pur- 
poses. Instead of there being a shortage the following year there 
was a larger crop, and prices were low as a consequence, many of 
the packers still holding their high-priced tobacco purchased the 
year before. The crop was not of a very good quality, which also 
tended to keep prices down. In 1919 the crop was not as large as 
that of 1918. The market was slow, and the relative high prices 
paid by the cigar manufacturers, around 20 cents per pound, kept 
many of the packers off the market for the Zimmer- Spanish grade. 
The Dutch grade was taken by the stogie manufacturers and packers 
at around 20 cents per pound. The Gebhardt grade, however, was 
of a poor quality, and much of it remains in the hands of the farmer. 
This was due, no doubt — in part, at least — to the financial conditions 
in this country, which operated to the disadvantage of the packer. 
It is noticeable, however, that prices paid for these types of tobacco 
have not advanced in recent years in proportion to many of the other 
types. 
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Section 7. Comparison of leaf -tobacco prices with prices of manufactured 
tobaccos. 

The tardy beginning of the war rise in prices of leaf tobacco as 
compared with food and other commodities has been noted. It did 
not start until the latter part of 1916. The rapid rise in prices of 
tobacco products did not begin until about the middle of 1917. Some 
manufacturers claim that much of the tobacco going into their prod- 
ucts is 2 years old before they use it, so that the lagging in the begin- 
ning of the rise in prices of manufactured products was but natural 
and seemingly might well have been longer delayed, for much of 
the tobacco used in manufacture in 1917 had been purchased in 1915 
at prices considerably below the levels prevailing for the several 
years preceding 1915. The rise in the prices of manufactured prod- 
ucts through the year 1918, however, was not nearly so great as has 
been found in the prices of leaf tobacco.^ 

While the internal-revenue tax is about $1 per pound on tobacco 
used in making cigarettes, 18 cents per pound on manufactured 
tobacco and snuff, and from $1.50 to $15 per thousand on cigars, the 
advances in these rates had all been made prior to March, 1919, and 
the high tax rates are eliminated from consideration of price changes 
during the period under discussion. 

Cigar prices have been eliminated from consideration for the same 
reasons that the investigations of leaf prices was in large measure 
confined to the manufacturing and export types of tobacco as dis- 
tinguished from the cigar types, and because no such monopolistic 
position has ever been reached in the cigar industry as in other 
branches of the tobacco business. 

The actual monthly average prices from October, 1919, to June, 
1920, of 21 important brands of manufactured products made up of 
8 brands of cigarettes, 7 brands of smoking tobacco, and 6 brands of 
plug tobacco compared with the average prices for the 10 months end- 
ing December, 1919, and the first 6 months of 1920 are ^hown in 
the following table, as illustrating the changes in prices of manu- 
factured products : 

Table 17. — Average prices of cigarettes, smoking and plug tobaccos, to dealers, 

October, 1919, to June, 1920. 



Brand. 



Cigarettes, per thou- 
sand: 
No. 1 


16.5506 


No.2 


6. 8749 


No. 3 


7.1366 


No. 4 


7. 3751 


No. 5 


7.5631 


No. 6 


9.5948 


No. 7 


10. 9367 


No. 8 


10.9417 



1919 



Oct. 



Nov. 



16. 

7. 

7. 

7. 

7. 

9. 
10. 
10. 



8121 
1140 
4205 
5030 
5600 
3828 
9092 
9334 



Dec. 



$7. 1699 
7. 3083 
7. 7748 
7.9456 
7.9823 
9.3687 
10. 7574 
10. 8770 



1920 



Jan. 



$7.2184 
7.3293 
7.8091 
7.9848 
7.9103 
9.7906 
10.4906 
10.9229 



Feb. 



$7.2303 
7. 3524 
7. 8170 
7.9880 
7.9022 
9.4186 

10. 5051. 

10.9503 



Mar. 



$7.2214 
7.3052 
7.8099 
7.9856 
7.9438 
9.8621 
10.2906 
10.9235 



Apr. 



$7.2290 
7.3010 
7. 8107 
7.9996 
7.9781 
9.9795 
10.3566 
10.9298 



May. 



$7.2491 
7.3397 
7.8161 
7. 7516 
7. 9108 
9.7593 
10.2542 
10.8713 



June. 



$7. 2212 
7.3235 
7.8041 
7.9239 
7.9737 
9.9076 
10.3053 
10.7271 



1920, 

6 
mos. 



$7. 

7. 

7. 

7. 

7. 

9. 
10. 
10. 



2305 
3247 
8112 
9171 
9398 
8046 
3496 
8879 



10 

mos. 

ending 

Dec. 

31, 

1919. 



$6.6870 
6.6863 
7.3024 
7.2984 
7.3453 
9.4268 
11.0295 
11.0568 



» History of prices during the war. War Industries Board Price Bulletin, No. 19. 
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Table 17. — Average prices of ciffaretteSy smoking and plug tohaccos, to dealers, 

October, 1019, to June, 1920— Gontinued. 





1919 


1920 


1920, 

6 
mos. 


10 
mos. 


Brand. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


ending 

Dec. 

31. 

1919. 


Smoking tobacco, per 
pound: 
No.l 


SO. 6430 
.8388 
1.0250 
1.1450 
1.0639 
1. 1541 
1.1082 

.6280 
.7758 
.8144 
.8002 
.8001 
1.1433 


SO. 6634 
.8402 
1.0244 
1. 1245 
1.0448 
1. 1573 
1. 1405 

.6283 
.7737 
.8146 
.8030 
.8034 
1.1463 


SO. 6731 
.8401 
1.0245 
1.1301 
1.0390 
1. 1429 
1. 1614 

.6275 
.7745 
.8148 
.8091 
.8097 
1.1432 


SO. 6547 

.8396 

1.0254 

1.0556 

■1.0360 
1.1409 
1.1661 

.6320 
.7717 
.8133 
.8102 
.8100 
1. 1417 


SO. 6547 
.8397 
1.0256 
l.a570 
1.0355 
1. 1397 
1.1631 

.6320 
.7907 
.8147 
.8043 
.8123 
1.1447 


SO. 6602 
.8392 
1.0261 
1.0611 
1.0565 
1.1402 
1.2045 

.6290 
.8036 
.8149 
.8552 
.8587 
1. 1954 


SO. 7756 

1.0250 
1.0563 
1.1006 
1. 1414 
1.2284 

.6291 
.7966 
.8144 
.8639 
.8643 
1.2211 


SO. 8013 
.S387 
1.0256 
1.0555 
1.1004 
1. 1412 
1. 2345 

.6291 
.7961 
.8141 
.8635 
.8639 
1.2367 


SO. 8423 
.8385 
1.027S 
1.0575 
1.1000 
1. 1581 
1.2316 

.6281 
.7998 
.8140 
.8661 
.8659 
1.2333 


SO. 7216 
.8393 
1.0259 
1.0573 
1.0696 
1. 1431 
1.1806 

.6297 
.7905 
.8141 
.8452 
.8453 
1.1997 


SO. 6818 


No. 2 


8391 


No. 3 


1.0165 


No. 4 


1.1363 


No. 5 


1.0319 


No. 6 


1.1447 


No. 7 

Plug tobacco, per 
pound: 
No.l 


1. 1017 
.6437 


No. 2 


.7691 


No.3 

No. 4 


.8174 
.7972 


No. 5 


.7964 


No. 6 


1.1036 







Cigarette prices have in most cases shown a gradual rise. In two 
cases the average for the first six months of 1920 is more than 60 
cents per 1,000 above the average for the 10 months in 1919. The 
prices for 1920, though, on two of the brands selected are actually 
lower than the 1919 prices. The rise in prices of smoking tobacco has 
been more noticeable on the lower than on the higher priced brands, 
but on the whole has been gradual, and on two of the seven brands 
the 1920 prices are below those for 1919. There has been no marked 
increase in the price of plug tobaccos during the period shown. Some 
evidence was obtained tending to show that steps were taken by at 
least some of the companies to offset the increased cost of leaf by 
the substitution of cheaper grades in certain brands of smoking 
tobaccos. 

Invoice prices in comparison with the costs of leaf, labor, total 
manufacturing and selling costs, and net profits for three brands of 
cigarettes, two brands of smoking tobacco, and two brands of plug 
tobacco for the period covered by the prices in the foregoing table are 
shown in the following: 

Table 18. — Cigarette prices for selected brands compared ivith chief items of cost. 









[Average per thousand.] 














1919 


1920 


1920, 

6 
Mos. 


10 

mos., 

ended 

Dec. 

31, 
1919. 


Brand. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


Brand No. 1. 
Invoice nrice 


S9.5948 


S9.3828 


S9.3687 


S9.7906 


S9.4186 


S9. 8621 


S9.9796 


S9. 7593 


S9.9076 


S9.8046 


S9.4268 








Pactorv cost 


6.5684 
L0637 


6. 1457 
L3564 


6.4550 
L2356 


6.8709 6.5920 


6.9008 
.6971 


6. 9782 
.6.319 


6.8270 
.7819 


7.0001 
L0632 


6.8754 
.8300 


6.6934 


Freight, selling, adver- 
tising 


.9036 


.9212 


1.0930 






Total cost 


7.6321 


7.5021 


7.6906 


7.7745 7.5132 


7.5979 


7.6101 


7.6089 


8.0633 


7. 7054 


7.7864 











73909-T-21 3 
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Table 18. — Cigarette prices for selected hrands, etc. — Continued. 





1919 


1920 


1920, 

6 
mos. 


10 
mos. 


Brand. 


Oct. 


Nov. 


Dec. 

1 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


ended 

Dec. 

31, 

1919. 


Brand No. 1— Contd. 
Leaf cost 


92.-5468 
.2063 


S2.5184 
.2141 


$2.9502 
.2181 


$3.1561 
.1870 


$3.1756 
.1857 


$3. 1412 
.1803 


$3.2426 
.1830 


13.1900 
.1806 


$3.2419 
.1771 


$3. 1972 
.1817 


$2. 9294 


Labor cost 


.1936 






Net profit or loss.. 


.8333 


.8199 


.6273 


.8928 


.8780 


1.0618 


1.0702 


.9393 


.6269 


.9063 


.5437 


Brand No. 8. 
Invoice price 


7.5631 


7.5600 


7.9823 


7.9103 


• 

7.9022 


7.9438 


7.9781 


7.9108 


7.9737 


7.9398 


7.3453 


Factory cost 


5.5078 
.4395 


5. 3971 
.5060 


5. 8217 
.6035 


5.8568 
.6875 


5. 9310 
.8706 


5.9280 
.6181 


5.9296 
.6534 


5.8677 
.5909 


5.9212 
.9665 


6.9043 
.7122 


5.4626 


Freight, selling, adver- 
tising 


.6123 






Total cost 


5.9473 


5.9021 


6.4252 


6.5443 


6.8015 


6.5461 


6.4830 


6.4586 


6.8874 


6.6165 


6. 0749 






Leaf cost 


1. 7676 
.1935 


1. 7914 
.2023 


2.0369 
.2013 


2. 1249 
.1917 


2.2056 
.1979 


2.1534 
.1989 


2.1081 
.2026 


2. 0752 
.1919 


2.1026 
.1953 


2. 1181 
.1961 


1.8615 


Labor cost 


.1942 






Net profit or loss.. 


.7326 


.7885 


.6264 


.4659 


.2141 


.4314 


.4910 


.4796 


.1063 


.3624 


.4294 


Brand No. S. 
Invoice price 


7.3751 


7.5030 


7.9466 


7.9848 


7.98vS0 


7.9856 


7.9996 


7. 7516 


7.9239 


7.9171 


• 

7.2984 






Factory cost 


5.3732 
.4175 


5.3588 
.5299 


6.4830 5.6072 
. 6234 . 7349 


6.6789 
.8719 


5.6726 

.6588 

1 


6.6868 
.5379 


5.5590 
.4925 


5.6858 
.7023 


5.6415 
.6374 


6.3442 


Fraght, selling, adver- 
tising :... 


.5917 




1 " 1 






Total cost 


5.7907 


5.8887 


6. 1064 6. 3421 1 6. 5508 


6.3314 


6.2247 6.0515 


6.3881 


6.2789 


5.9359 






Leaf cost 


1.5337 
.2269 


1.5679 
.2456 


1.6506, 1.8146 
.2435| .2007 


1.8472 
,1808 


1.8266 1.7964 
. 1756 - 1767 


1.8332 
.1716 


1.8600 
.1685 


1.8301 
.1770 


1.5240 


Labor cost 


.2121 










Net profit or loss.. 


.7132 


.7284 


.9096 .7204 


.5117 


.6775 


.7787 


.7398 


.5664 


.6759 


.4968 



Table 19. — Smoking tol>acco prices for selected brands compared with chief 

items of cost, 

[Price per pound.] 





1919 


1920 


1920, 

6 
Mos. 


10 
mos. 


Brand. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


ended 

Dec. 

31, 

1919. 


Brand No. 1. 
Invoice price 


$1. 1082 


$L1403 


SI. 1614 


$1. 1661 


$1. 1631 


$L2045 


SI. 2284 


$1.2345 


$L2346 


SI. 1806 


$1. 1017 












Factorv cost 


.8461 
.2830 


• .8528 
.3374 


.8682 
.3378 


.8970 
.1927 


.9614 
.1330 


.9790 
.1261 


L0020 
.1805 


L0112 
.1310 


.9933 
.1443 


.9794 
.1463 


.8568 


Freight, selling, adver- 
tising 


.3007 






Total cost 


L1291 


1.1902 


L2060 


1.0897 


L0944 


L1051 


1.1825 


1.1422 


1. 1376 


1.1257 


1.1665 






Leaf cost 


.3534 
.0173 


.3675 
.0190 


.3670 
.0206 


.3983 
.0196 


.4635 
.0184 


.4832' .4842 
.0188J .0196 


.4885 
.0217 


.4451 
.0229 


.4815 
.0202 


.3636 


Labor cost 


.0170 






Net profit or loss.. 


-.0510 

J 


-.0848 


-. 1817 


-.0611 


-.068i 

1 


-.0433|-.0994 

i 1 


-.0543 


-.0492 

1 


-.0587 


-.1826 
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Table 19. — Smoking tobacco price^f for selected brands compared icith chief 

items of cost — Continued. 





1919 


1920 


1920, 

6 
mos. 

$0.7216 


10 
mos. 


Bmnd. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


ended 
Dec. 

31, 
1919. 


Brand No. 2. 
Invoice price 


10.6430 


SO. 6634 


$0.6731 


$0.6547 


$0.6547 


$0.6602 


$0.7756 


$0.8013 


$0.8423 


$0.6818 






Factory cost 


.6890 
.0750 


.6956 
.0715 


.7216 
.0697 


.6958 
.1069 


.7116 
.1128 


.7206 
.0927 


.7913 
.1441 


.7466 
.1306 


.7245 
.1188 


.7308 
.1143 


.6939 


Freight, selling, adver- 
tising 


.1318 






Total cost 


.7649 


.7671 


.7913 


.8027 


. 8244 . 8133 


.9354 


.8772 


.8433 


.8461 


.8257 






Leaf cost 


.2601 
.0518 


.2537' .2543 
.0515| .0518 


.2504 
.0517 


.26671 .2602 
.0545 .0539 


.2574 
.0537 


.2622 
.0483 


.2380 
.0489 


.2571 
.0522 


.2486 


Labor cost. .^ 


.4617 


Net profit or loss 


-.1993 


-.1796|-.2009 

1 


-.2218 


-.2462;-. 2291 

1 


-.2498 


-.1702 


-.0997 


-.2072 


-.2231 



Table 20. — Plug tobacco prices for selected brands compared ivith chief items 

of cost. 

[Price per pound.] 





1919 


1920 


1920, 

6 
mos. 


10 
mos. 


Brand. 


Oct. 


Nov. 


Dec. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


ended 

Dec. 

31, 

1919. 


Brand No.1. 
Invoice price 


$0.8001 


$0.8034 


$0.8097 


$0.8100 


$0.8123 


$0.8587 


$0.8643 


$0.8639 


$0. 8659 $0. 8453 


$0.7964 




I 




Factory cost 


.6044 
.0382 


.5995 
.0403 


.6085 
.0418 


.6107 
.0489 


.6159 
.0509 


.6340 
.0505 


.6508 
.0656 


.6514 
.0608 


.6435 
.0618 


.6339 
.0561 


.6158 


Freight, selling, adver- 
tismg 


.0540 


WSUU^Q. ............... 




Total cost 


.6426 


.6398 


.6503 


.6596 


.6668 


.6845 


.7164 


.7122 


.7053 


.6900 


.6698 






Leaf cost 


.3049 
.0204 


.3038 
.0206 


.3098 
.0209 


.3173 
.0207 


.3308 
.0234 


.3399 
.0241 


.3429 
.0250 


.3309 
.0234 


.3241 
.0235 


.3327 
.0268 


.3167 


Labor cost 


.0207 






Net profit or loss... 


.0631 


.0689 


.0631 


.0551 


.0408 


.0732 


.0458 


.0496 


.0585 


.0557 


.0327 


Brar^d No. t. 
Ttivoi^e prioe 


.8002 


.8030 


.8091 


.8102 


.8043 


.8552 


.8639 


.8635 


.8661 


.8452 


.7972 






Factory cost 


.5800 
.0354 


.5752 
.0380 


.5839 
.0405 


.5855 
.0472 


.5880 
.0468 


.6076 
.0492 


.6255 
.0577 


.0246 
.0518 


.6181 
.0573 


.6090 
.0518 


.5847 


Freight, selling, adver- 
tising 


.0465 






Total cost 


.6154 


.6132 


.6244 


.6327 


.6348 


.6567 


.6832 


.6764 


.6754 


.6608 


.6312 






Leaf cost 


.2799 
.0163 


.2797 
.0159 


.2859 
.0162 


.2907 
.0212 


.3050 
.0243 


.3115 
.0250 


.3130 
.0260 


.3105 
.0250 


.2985 
.0248 


.3051 
.0244 


.2840 


Labor cost 


.0211 






Net profit or loss... 


.0904 


.0950 


.0895 


.0821 


.0756 


.0979 


.0785 


.0849 


.0884 


.0348 


.7190 



The comparisons show that while the increases in the cost of 
tobacco required to make 1,000 cigarettes in 1920 as compared with 
the average of 1919 ranged betwen 25 and 37 cents, the increases in 
prices of the manufactured cigarettes ranged from 64 cents to $1.11 
per thousand during the same period. It is also true of the selected 
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brands of plug that the price increases have been greater than the 
increases in leaf costs, but on one of the grades of smoking tobacco 
the increase in leaf cost was greater than the increase in price. Both 
brands of smoking show losses throughout the period. 

The difference between total costs and selling prices, so far as it is 
not accounted for by net profit, is made up of discounts and allow- 
ances. On cigarettes these run from 80 cents to $1.30 per thousand; 
on smoking tobacco from 7 cents to 15 cents per pound, and on plug 
tobacco about 10 cents per pound. 

Snuff price increases have also been moderate as compared with 
the price increases of leaf tobacco and other commodities. For two 
companies, with combined sales of from 20,000,000 to 25,000,000 
pounds per year, the mean average yearly invoice price of snuff rose 
from 47 cents per pound in 1915 and 1916 to 51 cents in 1917, 63 cents 
in 1918, 75 cents in 1919, and 79 cents for the first six months of 1920. 
It should be noted, however, that the internal-revenue tax on snuff 
was increased 5 cents per pound in 1917 and 5 cents more in 1919. 
The net profit of one of these companies, including profit from in- 
crease in market value over original cost of raw material, was IS 
cents per pound in 1918, 10^ cents per pound in 1919, and for the first 
six months of 1920 about 12^ cents per pound. However, the figures 
for the six months' period in 1920 are not strictly comparable with 
those for 1919, in that taxes and other miscellaneous items are not 
included in the costs for later period. The monthly average invoice 
prices and net profits from October, 1919, to June, 1920, as compared 
with the averages for the year 1919 and the first half of 1920 on a 
representative brand of snuff, with annual sales of about 2,000,000 
pounds, are as follows: 







1919 








1920 






Year 
1919. 




Oct. 


Nov. 


Doc. 


Jan. 


Feb. 


Mar. 


Apr. 


May. 


June. 


Invoice price per 
pound 


10.7317 
.0680 


10.7341 
.0617 


SO. 7429 
.0598 


SO. 7197 
.0391 


10.7281 
.0406 


10.7361 
.0563 


$0.7458 
.0251 


$0. 7571 
.1612 


$0.7427 
.1354 


$a7165 
.0427 


Net profit per pound . 



Six 

months, 

1920. 



$a7384 
.0791 



In making these comparisons it is to be borne in mind that the 
costs are those shown by the books of the manufacturer, and are 
inflated by the inclusion of interest on money invested in leaf stocks 
and by interest on plant and fixtures. 



Chapter III. 
CAUSES OF DECLINE, 

Section 1. Introduction. 

In this chapter is presented the information collected by the Com- 
mission with respect to the causes for the marked decline in prices 
paid for certain types of leaf tobacco during the season 1919-20 
shown in the preceding chapter. It is believed that all of the causes 
mentioned have had some effect on prices for this period, although 
the direct effect of some during a given period is more difficult to 
determine than others. In order that the question might be con- 
sidered from all angles, the important manufacturers and dealers 
were requested to state their views regarding the matter as well as 
the smaller dealers, warehousemen, and others acquainted with the 
conditions prevailing at that time. 

The large users of tobacco state there were several factors that 
contributed to the decline. Among those mentioned were the follow- 
ing: (a) The accumulation of foreign low-grade tobaccos, which be- 
came available during last season, when steamer space could be had 
to move them to European markets; (&) the decline in foreign ex- 
change rates; (c) the general financial conditions in this country; 
and (d) the large crop of dark-fired tobacco in Kentucky and Ten- 
nessee and the large burley crop last year, together with an overpro- 
duction of the low grades in these types. In other words, it was 
largely a question of supply and demand. 

Many of the warehousemen, growers, and others acquainted with 
the selling end of the leaf- tobacco business in the localities affected 
also stated that the factors mentioned above had an important bear- 
ing on the question. The decline in foreign-money values and the 
overproduction of the low grades in the two types mentioned were 
reasons generally given. However, there were many who, though ad- 
mitting that these factors may have had some effect on the market, 
stated that the " in and out " iDuying by some of the large companies 
was also an important factor. Some thought only a few of the large 
companies were to blame, while others went so far as to state there 
was collusion between the large companies and that conditions were 
not far different than existed prior to the dissolution of the combi- 
nation. 

It has been the purpose of the Commission, therefore, to supplement 
the reasons given by both the buyer and the seller with data from all 
available sources. 

Section 2. Overproduction of low grades. 

One of the most general reasons given for the decline in prices last 
season is that a larger portion of the dark western and burley types 
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were of inferior quality. It is also stated that these crops were larger 
last year than usual, and although the correct data regarding produc- 
tion last year are not as yet available, it appears to be true regarding 
the dark western crop. (See Table 1.) 

The following will indicate to some extent how general the belief 
was that these two crops were not up to standard as to quality. An 
officer of an important company which buys all types of tobacco 
stated the following regarding the dark-fired western crop: 

The' dark-fired western crop production in 1919 was the largest ever grown. 
It is estimated that it produced in excess of 205,000,000 pounds. The total 
crop has not yet been sold. Therefore accurate figures are not available; the 
production is not far from this figure. In addition to this large yield, it was 
a very inferior crop, there being a smaller percentage of good tobacco than 
has been produced in this section for many years. Th^ decline in fired 
western has been entirely on the low grades. The better grades suitable for 
spinner and cigar purposes have maintained! through the entire crop the 
highest prices ever obtained for such type since the Civil War, but, as stated, 
the percentage of these good grades has been so small that they have not had 
any material effect on the general average of the whole crop. 

With regard to the hurley crop in this respect, an officer of one of 
the large manufacturing companies stated : 

The only grades of tobacco which showed a substantial decline were grades 
of hurley which have heretofore found their market in foreign countries. It 
developed during the marketing season for the 1919 crop that the foreign 
purchasers of these grades were not in the market. The drop showed a large 
quantity of these common tobaccos and, with the regular purchasers thereof 
out of the market, nothing could have been expected but a substantial decline 
in price. 

The following statements from persons acquainted with the tobacco 
sold on various markets in the sections which suffered from a decline 
in prices are also of interest. A representative of a firm that buys 
principally for export stated, in substance, that the drop in prices 
was due to several causes, among them being excess of common 
tobacco in the crops of 1918 and 1919, this being the grade that is 
usually exported. 

In an interview with the president of a warehouse company located 
at Hopkinsville, Ky., he stated : 

I think the basis of the decline in prices was the condition of foreign trade 
and too large a crop — a large percentage of the 1919-20 crop was poor tobacco. 

In the same connection a dealer at Bowling Green, Ky., said : 

Cause of decline is due to inferior tobacco and overproduction. 

Again, a dealer at Springfield, Tenn., said : 

Good tobacco held up in price all season, but much of the crop was common, 
and for this there was not sufficient demand, which caused a decline. 

An officer of a warehouse company located at Glasgow Junction, 
Ky., said : 

There is an oversupply and too many common grades in this country. 

The secretary of a warehouse company operating at Horse Cave, 
Ky., admitted that the crop was inferior. He stated, in substance, 
as follows : 

I know we had the meanest crop that I ever saw. No question about that; 
but, on the other hand, the good tobacco declined as well as the mean tobacco. 
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The manager of a warehouse company located at Ripley, Ohio, 
stated, in respect to his opinion regarding the causes of the decline 
last season : 

The crop was larger than the majority of the people supposed. It had a large 
percentage of common grades. 

Of the same nature is a statement of a dealer located at Mays- 
ville, Ky. : 

The decline in price was due to the fact that there was a large percentage of 
common grades and to the tightness of money. 

A warehouseman located at Georgetown, Ohio, stated that — 

The inferior quality of the tobacco last year had something to do with the 
drop in the price, but that fact alone was not sufficient to cause it to drop as 
low as it did. 

It will be noted that the comments above were from many of the 
important marketing points at which prices were affectea. (See 
Table 7, p. 23.) The contention made is further borne out by the 
local market comment published in many of the trade journals. The 
following from an article appearing in a trade journal under date 
of February 26, 1920, is in point : 

About 75 per cent of the dark-fired tobacco grown in Kentucky is exported 
and about 10 per cent (mostly common) of the hurley crop of the State is sent 
abroad normally. Although export dealers in Louisville say their business has 
been materially affected by the exchange weakness, this has not been the only 
cause of the present low prices for common tobacco. The 1919 crop consisted 
largely of inferior weed and the markets have been flooded with those types. 
(Tobacco, Feb. 26, 1920, p. 12.) 

It is contended, however, that the better grades of tobacco sutfered 
to the same extent. If so, it must have been confined to a few 
markets. In Tables 8 and 13 (see pp. 24, 28) it was shown that the 
decline was much greater for the low grades of burley and dark 
western than for the better grades. This is further borne out in the 
following statement in which the average prices of four selected 
grades in 1919 are compared with the average prices of the same 
grades in 1918. Three large manufacturing companies are repre- 
sented in this statement, all of which operated on most of the im- 
portant burley markets. 

[Cents per pound.] 





Grade I. 


Grade II. 


Grade III. 


Grade IV. 


Year. 


Com- 
pany 
1. 


Com- 
pany 
2. 


Com- 
pany 
3. 


Com- 
pany 

J- • 


Com- 
pany 
2. 


Com- 
pany 
3. 


Com- 
pany 
1. 


Com- 
pany 
2. 


Com- 
pany 
3. 


Com- 
pany 
1. 


Com- 
pany 
2. 


Com- 
pany 
3. 


1918 


69.3 
96.4 


75.9 
94.1 




35.9 
38.9 


38.4 
42.2 


37.4 
40.5 


29.9 
29.0 


29.9 
29.7 


33.3 
32.0 


19.6 
15.6 


24.5 
21.8 


21.2 


1919 


14.2 







It will be noted from the above that the average prices paid by 
all of the companies for the two higher grades were considerably 
higher in 1919 than in 1918, while the average prices paid for Grade 
III were slightly lower for each of the comjpanies shown, and for 
Grade IV materially lower in 1919 as compared with 1918. The 



40 EEPORT ON THE TOBACCO INDUSTRY. 

bulk of the burley production in this country is used by the large 
tobacco manufacturing companies, although some of the lower grades 
are purchased by dealers for export purposes, and a smaller quan- 
tity is also used by the snuff companies. 

In the dark-fired regions the bulk of the crop is purchased by 
dealers buying for export, and by the snuff companies. Only one 
of the large tobacco-manufacturing companies purchases as much as 
10,000,000 pounds of this type. The bulk of the crop is purchased 
for export. Naturally, therefore, if the export demand was lessened, 
that fact would be reflected in the prices for those particular grades. 

It is stated that during the war large stores of tobacco accumu- 
lated in South America, the Dutch Colonies, the East Indies, and the 
southern European countries, and as soon as steamer space was 
available much of it was sent to the European markets. A large 
percentage of this tobacco was common grades and sold at low 
prices. It is known that some of the countries that usually pur- 
chased American tobacco were not in the market last year, or, at least, 
only part of the season. For example, Spain, which as a rule pur- 
chases around 20,000,000 pounds of dark fired and low grades from 
the air-cured sections of Kentucky, was out of the market practically 
all of last year. By referring to Table 2, page 12, it will be 
noted that during the year ending December 31, 1919, 24,271,000 
pounds of leaf tobacco were exported to that country, which con- 
sisted largely of tobacco purchased from the 1918 crop. Of this 
amount, about 15,000,000 pounds were exported during the first 
eight months of the year, while, during the corresponding period 
this year, only about 2,400,000 pounds were exported. During the 
first eight months of 1918 about 505,000,000 pounds of leaf tobacco 
were exported from this country, as compared with only 319,000,000 
pounds for the same period in 1920. The hesitancy of some of the 
large regie buyers in buying their requirements last season is shown 
in the discussion of the effect in the decline in exchange rates. (See 

There is also some evidence that at certain points the better grades 
were marketed early in the season. Wherever this occurred it would 
account to some extent for the low average prices for the latter part 
of the season. An official of an organization buying burley for one' 
of the large manufacturing companies stated in a letter dated Decem- 
ber 20, 1919, the following : 

There has been a decided falling, off as a whole of the character of offerings, 
dne, I tj^ink, largely to the fact that farmers have stripped out their early cut 
tobaccos, which were the best in their crop, and rushed them to market on the 
high prices, which was as a whole from 25 to 30 per cent of the crop, and it 
appears that as soon as these tobaccos are marketed the offerings will dete- 
riorate rapidly, and I think on quite a few markets the deterioration has 
already developed to some extent and on others very much. 

A little later I look for offerings to be quite common and composed largely 
of late cut tobaccos which will not show a great deal of color, but which 
doubtless will contain a good deal of medium tobaccos and very common low 
grades, and if you enter the market after the first of the year I believe you 
will be enabled to buy a line of fillers cheaper and to better advantage than 
at the opening of the market. 

This is further corroborated by the instructions issued by certain 
companies in February to buyers to be careful and hold to the good 
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character tobacco as the quality of the tobacco offered was " drop- 
ping off." 

Mention might also be made here that the lack of a uniform sys- 
tem of grading is harmful in many ways. Dealers complain that 
unscrupulous growers increase the weight of their produce by adding 
moisture and foreign substances, and also by attempting to deceive 
the purchaser as to the quality of their offerings. The latter prac- 
tice is usually termed nesting. It might also be stated that where 
tobacco is sold in hogsheads the packer does not always put tobaqco 
of uniform quality in the container. On the hogshead markets three 
samples are taken from the container — i. e., one from near the top, 
another from near the middle, and the other from the bottom. On 
the other hand, the grower contends that he has no assurance that his 
crop of a certain gradei brings its value as compared with the same 
grade of another grower. This is due to the tact that each buyer, 
following his own ideas as to grades, uses markings which convey no 
meaning to the seller. Many of those interviewed stated that they 
knew of cases where the crops of certain growers would be run up 
to above their real value. In a few cases it was stated that one 
could employ a buyer or warehouseman to run up his tobacco if he 
was willing to pay for it, the usual charge for such service being $1 
per hundred pounds. 

All in all, it would seem that the difficulties presented might be 
corrected by the enactment of a Federal law providing for a uniform 
system of grading leaf tobacco. The Bureau of Markets of the 
United States Department of Agriculture now has under considera- 
tion a plan looking to some system of uniform grading and classifica- 
tion in connection with the Federal warehouse act. (39 U. S. Stat., 
466, as amended by 41 U. S. Stat., 234, 266.) Hearings during the 
month of October, 1920, were held at various points, but the depart- 
ment's conclusions have not as yet been made public. 

Section 3. Exchange rates. 

The World War produced an effect never before approached in 
the history of finance. During the war loans by the United States 
to its Allies were of such magnitude and business so restricted as 
to keep the exchange rate within bounds. There was an enormous 
increase in paper-money circulation in all the European belligerent 
countries except Great Britain, and even there the issue of currency 
notes with but small gold cover injected an abnormal mass of paper 
money into circulation. This inflation is directly reflected in the 
rates of exchange which have obtained during the period under con- 
sideration, and another unfailing factor is the pressure due to the 
large balance of trade in favor of the United States as compared with 
those countries. 

The following tables and diagrams, compiled by the Federal Re- 
serve Board, display the movement of exchange rates for the period 
October, 1918, to October, 1920, inclusive, belligerent and neutral 
countries being shown separately: 
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Table 21. — Exchange rates in New York on markets in former belligerent 

countries. 

[Sterling quotations are in dollars and cents; all other currencies are quoted in cents.] 



1918. 
October.... 
November . 
December. . 



London 
(4.8665-100). 



4.755 
4. 7575 
4.7585 



1919. 

January.... 4.7585 
February.. 4.7585 

March |4.758 

April 14.6725 

May 4.0925 

June 4.6350 

July !4.57 

August 4.3525 

September . '4. 2025 



October 

November 



4.3225 
4.1625 



December. . 3. 9875 

1920. 

January.... 3,7875 
February. . 3. 4525 

March 3.9525 

April I4.OI75 

May 3.9150 

June '3.9875 

July ;3. 95125 

August '3.7075 

September. 3.5625 
October 3.5075 



Per 

cent. 

97.71 

97.76 

97.78 



97.78 
97.78 
97.77 
96.01 
96.42 
95.24 
93.91 
89.44 
87.59 
86.97 
85.53 
81.94 



77.83 
70.94 
81.22 
82.55 
80.45 
81.94 
81.19 
76.18 
73.20 
72.07 



Paris 
(19.3-100). 



Per 
cent. 
18.29 94. T7 
18.55 96.11 
18.341 95.03 



18.33 
18.32 
18.30 
17.01 
16.47 
15.95 
15.40 
13.70 
12.79 
11.93 
11.31 
10.08 



9.28 
7.48 
7.56 
6.93 
7.95 
8.39 
8.54 
7.01 
7.01 
6.75 



94.97 
94.92 
94.82 
88.13 
85.34 
82.64 
79.79 
70.98 
66.27 
62.14 
58.60 
52.23 



48.081 
38.76 
39.17 
35.91 
41.19 
43.47 
44.25 
39.43 
36.32 
34.97 



Milan 
(19.3-100). 



15.75 
15.75 
15.75 



15.71 
15.72 
15.72 
14.25 
13.33 
12.74 
12.71 
11.60 
10.56 
ia26 
9.94 
8.10 



7.55 
6.20 
5.74 
4.91 
6.04 
6.21 
6.15 
5.29 
4.69 
4.18 



Per 

cent. 

81.61 

81.61 

R1.61 



81.40 
81.45 
81.45 
73.83 
09.07 
06.01 
05.85 
00.10 
54.72 
53.16 
51.50 
41.97 



Yokohama 
(49.85-100). 



54.03 
54.75 
53.25 



52.25 

51.50 

51.00 

51.375 

51.75 

51.75 

51.25 

50.75 

50.75 

50.-75 

50.75 

50.50 



Per 

cent. 

109.59 

109.83 

100.82 



104.81 
103.31 
102.31 
103.00 
108.81 
103.81 
102.81 
101. 81 
101. 81 
101. 81 
101. 81 
101.30 



Rio de Janeiro 
(32.444-100) 



39.12 
32.12 

29. 74148. 
25. 44 49. 



50. 

48. 



375 
75 
00 
75 

31. 30152. 00 

32.18 51.30 

31. 8751. 

27. 41 '51. 

24. 30 51. 

21.66 51. 



101.05 

97.79 

90.29 

99.80 

104.31 

102.91 

375 103. 00 

50 108.31 

50 ia3.31 

25 102.81 



I 



25.0 
27.0 
27.20 



20.75 

20.10 

20.375 

27.00 I 

28.25 

28.25 

28.00 

27.00 

25.875 

25.875 

30.00 

30.876 



27.875 

26.50 

20.75 

27.25 

20.375 

20.00 

23.875 

21.75 

19.025 

18.375 



Per 
cent. 
77.05 
83.22 

83.84 



82.45 

80.45 

81.29 

83.22 

87.07 

87.07 

80.301 

83.21 

79.75 

79.75 

92.46 

95.10 



85.92 
81.08 
82.45 
83.99 
81.29 
80.14 
73.59 
07.04 
00.49 
50.04 



Berlin^ 

(23.82=100). 



Per 
cent. 



aoo 

0.25 

4.00 

4.375 

3.25 

2.00 



2.05 
1.14 
1.57 
1.95 
2.94 
2.75 
2.05 
2.29 
2.03 
1.05 



Vienna 
(20.26-100). 



33.59 
30.44 
19.31 
18.37 
13.04 
10.92 



8.01 

4.79 

0.59 

8.19 

12.34 

11.51 

11.13 

9.01 

8.52 

0.93 



3.50 
3.00 
2.025 
1.05 
1.00 
.73 



.05 
.40 
.55 
.55 
.70 
.80 
.72 
.01 
.47 
.44 



Per 
cent. 



17.27 

14.80 

12.95 

8.14 

4.93 

3.60 



3.21 
1.97 
2.71 
2.71 
3.75 
3.94 
3.55 
3.01 
2.31 
2.17 



Table 22. — Exchange rates in N'OW York on markets remaining neutral during 

the World War, 

[All currency quotations are in cents.] 



1918. 

October 

November. 
December. . 

1919. 

January 

February. . 

March 

April 

May 

June 

July 

August 

September. 

October 

November. 
December. . 



Amstwdam 
(40.2=100). 



46.75 
42.25 
42.75 



42.75 

4L25 

4L125 

4U25 

40.25 

39.25 

38.75 

37. 5625 

38.125 

38.0625 

38.00 

38.25 



Copenhagen 
(20.8-100). 



P.et. 
,110.29 28.75 
105. IOI27. 00 
100. 3427. 00 



1920. 

January 39.125 

February. . . 37. 875 

March '37.125 

April 37.50 

May !36.70 

June 36.625- 

July 30.30 

August 133.875 

September.. !31. 90 
October 31.00 



106.34 

102.01 

102.30 

102.01 

100.12 

97.04 

90.39 

93.44 

94.84 

94.08 

94.53 

95. 15 



20.80 

26.125 

26.00 

25.375 

24.90 

24.625 

23.50 

22. a") 

22.40 

2L75 

21.20 

19.90 



97. 33 19. 10 
94:22,15.65 
02.3518.65 
93.2818.80 
91.29,17.05 
91. 23 17. 15 
90.3016.73 
84. 27:15. 70 
79.3514.55 
77.26,14.05 



Stockholm 

(26.8-100); 



P. ct. 
107.28i31.8 
100. 75 29. 
100.75 29.45 



100.0029.10 
97. 48 28. 15 
97. 01 28. 15 

94.68 27.125 
92.9126.70 
91.88 26.25 

87.69 25.50 
82.28 24.90 
83.5824.00 
81.16.24.60 



79.10 
74.25 



7L27 
58.40 
69.59 
70.15 
63.62 
63.99 
62.43 
58.58 
54.29 
52.43 



23.85 
22.30 



21.55 
19.15 
21.70 
22.20 
21.65 
22.00 
22.10 
21.00 
20.40 
19.90 



P.et. 
118.66 
108.21 
109.89 



108.58 

105.04 

105.04 

101. 21 

99.63 

97.95 

95.15 

92.91 

91.79 

9L79 

88.99 

83.21 



80.41 
71.46' 
80.971 
82.84' 
80.78 
82.09; 
82.46' 
78.36 
76. 12' 
74.25; 



Zurich 
(19.3-100). 



Madrid 
(19.3-100). 



IP. et. 

21.65112.18 22.65 
20. 32 105. 28 20. 70 
20.92,108.39 20.20 



20.7.1 



107. 



20.60106. 
20. 70 107. 
20. 33 105. 



20.33 
19.31 
19.08 
17.92 
18.28 
17.99 
18.18 
20.08 



18.28 
17.33 
17.18 
18.12 
17.90 
18.25 
18.14 
16.95 
16.45 
16.07 



ia5. 

100. 

98. 

92. 

94. 

93. 

94. 
104. 



5120. 
7421. 
2521. 
34 20. 
34 20. 
05 20. 
8619. 
8519. 
7219. 
2119. 
2020. 
0419. 



14 
10 
10 



P. ct. 
117.36 



Buenos Aires 
(90.48-100). 



103.00 



107. 25' 102. 85 
104.66102.75 



104. 
109. 
109. 



375105. 



25 
06 
72 
75 
25 
28 
10 
90 



94. 72 19. 20 
89. 79 18. 00 
89. 02 17. 90 
93.8917.90 
92. 75 16. 9T 
94.5616.70 



93.99 
87.82 
85.23 
83.26 



16.52 
15.27 
14.95 
14.66 



104. 
108. 
102. 
102. 

99. 

99. 
104. 
103. 



35102.75 
33 102. 45 
a3 102. 375 
57 101. 15 
92102.25 
94 100. 375 
18 98.50 
96.625 
96.75 
96.48 
98.50 
98.52 



Valparaiso 
(18.80-100). 



P. ct. P. ct, 

106.7030.17 100.48 

100.0025.51 135.09 

100.6022.78 121.17 



33; 
74; 
90 
15 
11 



99.48 
93.261 
92. 751 
92.75; 
87.93 



98.295 

99.15 

98.75 

98.30 

97.16 



86. 53 100. 12 
85.60 94.886 
79.12; 89.25 
77.46 86.647 
75.96. 82.75 



106.50 21. 
100.1920. 
100. 11 18. 
104.84 20. 
105.9820. 
104. 04 21. 
102. 09 20. 
100. 15 19. 
100. 28 19. 
100. 00 20. 



102.09 
102.11 



19. 
19. 



19 

45 

97 

83 

92 

10 

00 

00 

75 

025 

75 

75 



112.71 
[108.78 
,100.90 
108.14 
111.28 
112.23 
100.38 
101.00 
105.05 
109.71 
106.05 
105.05 



101.88 
102.77 
102.35 
101.89 
100.70 
103. T7 

98.35 

92.51 

89. 81 i 19. 

85. 77110. 



22. 
21. 
22. 
22. 
20. 
19. 
20. 
20. 



75 

025 

00 

00 

25 

025 



121.01 
115.03 
117.02 
117.02 
107. 71 
104.39 
875111.04 
125107.05 
12510L73 
00 85.11 
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It will be noted that there was a steady decline in the pound ster- 
ling from January, *1919, to March, 1920. For the period covered 
by the table the lowest rate^ i. e., 66.22 per cent, was reached in March, 
1920, recovering a few points in the same month, hovering around 
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the same mark during the months of April, June, and July, and again 
beginning to decline in August, 1920. Both the French franc and 
the Italian lira show the same general tendency except that the low 
point for each was reached in April, 1920, with a slight recovery in 



44 



REPORT ON THE TOBACCO INDUSTRY. 



the same month, and beginning another decline in the month of 
August The difficulty is not confined to any one country. The de- 
preciation of exchange is noticeable on the part of practically aU. 
The discussion has. been confined chiefly to £lngland, France, and 




e^ 

s 



o 
< 



Italy, because those countries are the most potent factors in the ex- 
portation of tobacco from the United States. 

The table shows the difficulty under which the foreign buyer 
labored when making purchases in the United States, The cost of 
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commodities purchased with either pounds, francs, or lires automati- 
cally increased in proportion to the depreciation of the country's 
money on the exchange market in the United States. This increased 
cost of commodities purchased in the United States could not but 
result in lessening the demand for tobacco for foreign consumption. 

Eepresentatives of foreign buyers in this country and in Europe, 
dealers with established connections, intermittent dealers, specula- 
tors, and everyone connected with the tobacco trade accord in saying 
that the low exchange value of foreign monev was an ever-increasing 
factor in lessening the demand for tobacco for foreign consumption. 

A buyer for one of the large concerns at Louisville, Ky., during 
an interview with an examiner for the Commission, stated : 

The rate of exchange was against the purchase of American tobacco by 
European dealers. 

A buyer at Owensboro, Ky., said : 

The condition of foreign exchange and the excess of common grades toward 
the end of the season were potent factors in the prices. 

A large independent dealer at Mayfield, Ky., said : 

The decline of foreign exchange rendered it extremely difficult for an inde- 
pendent operator to enter the market with any degree of safety. He could not 
tell what his tobacco would bring if it was of the export type. 

A large buyer at Henderson, Ky., dealing mostly in tobacco for 
export to England, said : 

The rate of exchange is simply prohibitive. 

A buyer for one of the domestic snuff companies upon being inter- 
viewed stated : 

In my opinion the rate of exchange prevented tobacco bringing a higher 
price. It certainly must have caused a great deal of trouble to foreigners de- 
siring to purchase our tobacco. 

The secretary and treasurer of one of the companies buying on the 
Owensboro market stated : 

I attribute the slump in price to low foreign exchange. 

A dealer at Springfield, Tenn., said : 

The causes for the decline were exchange conditions aided by the fact that 
Spain bought no tobacco at all in this territory. 

A buyer for one of the large snuff companies with field quarters 
at Hopkinsville, Ky., said : 

The only explanation I can offer for the price decline in general was foreign 
conditions, low exchange rates, and lees buying by foreign interests. There 
was a surplus of common tobacco and a larger crop than usual. 

The manager for another organization buying for one of the 
domestic snuff companies at Hopkinsville, said : 

I feel the break in price was largely due to conditions of finance abroad. 

These expressions are characteristic of remarks made by informed 
people throughout the territory, and correspondence examined indi- 
cates a sensing of this condition from the very beginning of the 
season covering the 1919 crop. 

The effects of these exchange conditions were intensified in some 
districts and ameliorated in others by local conditions. 
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Crop estimates by the Department of Agriculture for the States of 
Georgia, South Carolina, North Carolina, and Virginia appear to 
have exerted an important influence on prices. The crop estimates of 
the department for this territory for the period July 1, 1919, to 
December 1, 1919, are as follows : 

Poiindsi. 

July 1, 1919 564,000,000 

Aug. 1, 1919 . ^ 486,000,000 

Sept. 1, 1919 446,000,000 

Oct. 1, 1919 448,000,000 

Nov. 1, 1919 456,000,000 

Dec. 1, 1919 539,000,000 

Tobacco sales in Georgia and South Carolina opened in July, but 
the price offered was so low as to fail to move the crop. On July 1 
the Bureau of Crop Estimates of the Department of Agriculture, as 
shown in the above statement, placed the estimated production in 
these four States at 564,000,000 pounds. During the month excessive 
rains w^ere reported as injuring much of the crop in the field, from 
which fears of a probable shortage arose, and on August 1 the crop 
estimate was reduced to 486,000,000 pounds, a decrease of 78,000,000 
pounds. It w^as then looked upon as assured that the crop would be 
short, with the result that the Georgia and South Carolina markets 
showed a continued increase from the low opening price, despite a 
continued lowering in the value of foreign exchange. Three-quarters 
of this crop was purchased before September 1, 1919, at which time 
the pound sterling was approximately 90 per cent of par. 

In North Carolina the price received by the producer showed a con- 
tinual rise from the opening in July, 1919, until December 1, 1919, 
at which time 85 percent of the farmers' crop had been sold. 

Virginia buying begins in September, and from the first there was 
a continued rise in the price paid, until January, 1920, at which time 
the farmers had sold 88 per cent of their crop. 

The rise in price on the Georgia, South Carolina, North Carolina, 
and Virginia markets occurred in the fact of continual decline in 
exchange and may be attributed to the fear of short production, as 
evidenced in the crop estimates above referred to, as well as to the 
fact that in North Carolina and Virginia more competition is fur- 
nished by the American demand and in a certain degree by those 
foreign countries which use a portion of the tobaccos grown in those 
States. 

Using the figures published by the Department of Agriculture as a 
basis, 44 per cent of the total crop raised in Georgia, South Carolina, 
North Carolina, and Virginia is purchased by the two largest English 
companies, and it is estimated that the total of all other exports is not 
more than 16 per cent. Of this 16 per cent, probably 6 per cent addi- 
tional goes to England, thus leaving but 10 per cent to be distributed 
among other foreign countries. It would seem that for the crop 
grown in these States the effect of the exchange rate is limited or con- 
trolled by the conditions existing in the English market, in which 
country money conditions were better than in other European coun- 
tries importing tobacco grown in the United States. From July to 
November, 1919, inclusive, the high point (per cent of par) for ex- 
change shows the following decline for England, France, and Italy : 
England, from 93.91 to 85.53; France, from 79.77 to 58.58; Italy, 
from 65.83 to 51.50. 
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The feared shortage naturally accelerated competition between the 
large American and English interests at least until the greater por- 
tion of their requirements had been obtained, and the result seems 
to warrant the conclusion that it outweighed the continued decline 
in the exchange value of foreign money. 

It was not until December, 1919, that the Bureau of Crop Esti- 
mates published figures which relieved the fear of a shortage in this 
crop. North Carolina markets did not suflFer therefrom, but there 
was a slight recession in the price paid in Virginia. 

During this time, however, the rate of exchange was exerting a 
deciding influence on the market, however little it may be apparent 
in the price received by the farmer. In a communication written by 
one large dealer to another under date of December 18, 1918, is found 
the following : 

There has been a decline in prices on the bright markets during the past 
week, owing to the crop being some larger than was anticipated and to the low 
price of exchange, and we think also to some little uneasiness about money 
matters; in other words, a combination of circumstances. 

In the latter part of December, 1919, after his return from Great 
Britain and the Continent, where he had gone to sell tobacco, a large 
exporting firm wrote one of its branches as follows : 

Conditions in Europe are anything but good and healthy, and this, in conjunc- 
tion with the present rate of exchange, will, in my opinion, seriously handicap 
the export business, at least until there is a great improvement in the present 
rate of exchange. European merchants certainly can not afford and will not 
purchase anything whatever from this country under the present rate of ex- 
change unless they are absolutely compelled to do so. 

For the purpose of this section the crop grown in Kentucky may 
be separated into five types, i. e., burley, stemming. Green River, one 
sucker, and dark fired, which types, to a certain extent, are confined 
to districts. 

Very nearly all high and medium grade burley is sold for consump- 
tion in this country. The burley district around Lexington, Paris, 
and other places in Kentucky produce a crop of fine quality, which, 
being in demand by the domestic trade, was not directly affected by 
the exchange rate. On the other hand, the eastern portion of the 
burley district, commonly referred to as the hill counties (lying east 
of Lexington, Ky.), had an unusually poor crop, and a major por- 
tion of the tobacco raised was of poor quality and unfit for the 
domestic trade. The burley sent abroad under normal conditions is 
seldom, if ever, as much as 10 per cent of the total burley crop, but 
in 1919 the unfavorable conditions existing in the hill counties 
showed an overproduction of the common or low-grade burley, with 
the result that the market for this type of tobacco was glutted, thus 
permitting the exchange factor full sway so far as common burley 
is concerned. It was evident with respect to the tobacco grown in 
that section of the country, there being no strong foreign demand 
for these low grades, a decline in price was inevitable without relation 
to the unfavorable exchange conditions. The difficulty experienced 
by reason of the adverse exchange conditions had no material effect 
on that portion of the crop composed of the high and medium grades. 

The selling season in Kentucky begins early in December, in which 
month the high point in exchange in 1919 was as follows for England, 



48 REPORT ON THE TOBACCO INDUSTRY, 

France, and Italy: 81.94 per cent for England, 52.23 per cent for 
France, 41.98 per cent for Italy. 

It will be noted that the. figures show a material decline. As early 
as November, 1919, it was apparent that the export trade would be 
affected as shown by the statement of a factor for one of the large 
United States dealers writing from Belgium as follows : 

Outside of X and Y, there are no other buyers on our market, owing to un- 
favorable rates of exchange, which prevents us from exporting our goods 
through Germany and making you remittance. 

The following is taken from a letter written December 11, 1919, 
by a party in Belgium to a large exporter in the United States : 

Now the situation is this, that none of our friends can send you the money 
for the moment at actual rate of exchange, $1 equaling llj francs, which 
means a loss of $200 to $300 per hogshead. 

And in the ^ame letter : 

It becomes necessary that rates of exchange be settled else people in Europe 
can not continue to take goods from the United States. 

In the same correspondence is found a reply to the above under 
date of January 23 containing the following expression : 

We realize the question of exchange rates is an obstacle in the way of con- 
ducting business, but we sincerely hope some means will be provided to estab- 
lish the value of Belgian money to something like its normal value. 

The dark-leaf territory covering certain districts in western Ken- 
tucky and western Tennessee will now be considered. The tobaccos 
raised here are known as stemming or Henderson, one sucker, and 
dark fired. Except for the one-sucker type, the export trade has 
the greatest weight in the marketing of these tobaccos. On the stem- 
ming or Henderson types. Great Britain is the largest buyer and sets 
the market. By reference to the exchange tables above it will be 
noted that Great Britain suffered less than the other countries which 
had to contend with adverse exchange conditions. For this reason 
the decline in price for stemming or Henderson tobaccos was not as 
noticeable as in those parts of Kentucky and Tennessee farther west 
known as the dark patch. The effect of the rate of exchange was 
greater here — ^the dark patch — ^than elsewhere. 

One of the large English exporters operating in the stemming dis- 
trict said that in view of the adverse exchange conditions it is sur- 
prising that it was possible to find the money to pay the prices at 
which the market opened, and that if the price of tobacco had con- 
tinued at the same high level it would have been necessary for them 
to withdraw from the market. Another large English exporter said 
that the question of exchange was a serious problem during the en- 
tire season ; that from the first it was hoped that conditions would im- 
prove, but this never occurred; and that with the prevailing rate of 
exchange increasing the cost of tobacco to consumers, it is to be 
wondered that as much tobacco was bought from the 1919 crop. 

The application of the adverse exchange conditions was seen most 
clearly in what is termed the dark patch, where 75 to 85 per cent of 
the crop is grown for export. About the only domestic buyers here 
are the snuff companies and manufacturers of plug chewing tobacco. 
The domestic trade is not sufficiently large to materially influence the 
price of the crop, and as a consequence prices are limited by the price 
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which the foreign market can pay. In this territory it is also to be 
noted that the English demand is not the potent factor. The largest 
buyers of this dark patch tobacco are the French, Italian, and 
Spanish regies. The Spanish regie, a varying factor, some years 
purchasing about 20,000,000, pounds of this tobacco, did not enter the 
market for any of the 1919 crop. The French and Italian regies 
were thus left to set the market and the prices paid show a continual 
decline. For the first few weeks of the season farmers held their 
tobacco and there was some fluctuation in prices, but after the first of 
the year there was a gradual and continued reduction for the market 
as a whole. 

The Italian regie evidenced hesitation from the very outset and its 
purchases were spasmodic and irregular. Financial difficulties, in- 
tensified by the continued fall in exchange, together with the hope 
that conditions would be better is given as the cause for their posi- 
tion. At one time the outlook was very adverse and the withdrawal 
of all buyers from the market was seriously considered. On Feb- 
ruary 11, 1920, the Italian regie transmitted the following cablegram 
to its representative in this country : 

Considering the very high rate of exchange I ask you kindly, I pray you, to 
examine the opportunity, owing to our present stock, to stop purchases of Ken- 
tucky tobacco for the time being. 

(Signature.) 

To this a reply was sent that the Italian buying organization 
could not be kept intact if they were withdrawn from the market, 
and the regie was advised this would result in placing the tobacco 
in the hands of speculators, so that later on they would be without 
an organization, without tobacco, and at the mercy of the speculator. 
The Italian regie then advised that under the conditions it might 
be well to continue in a moderate way. The buying, however, was 
not sufficient to avoid leaving the situation in the hands of the buyers 
for the French regie, and the Italian purchases were not systematic, 
continuous, or of large amount until April, 1920. During this time, 
however, there was a certain amount of competition furnished the 
French buyers from independent local dealers and speculators, but 
these buyers when offering their purchases to the foreign market 
were immediately confronted with the difficulty attendant upon the 
adverse exchange conditions, and, as buyers of this type are usually 
of limited resources, their difficulties became greater as the season 
progressed, owing to the continued fall of the exchange value. 

In the latter part of February, 1920, a large exporter of Kentucky 
tobacco was solicited for an increased order, and his reply was in the 
negative, saying : 

The above decision is the result of the rate of exchange. You must consider 
it as definitive. 

In response thereto, the party attempting the sale replied: 

I am not surprised, because the rate of exchange is really prohibitive ; how- 
ever, exchange rates may become more favorable. 

A letter addressed to a dealer from an exporter in Antwerp, under 

date of February 5, 1920, contained the following : 

The prices look very cheap to us, but owing tg excessive exchange rates every- 
one in our trade is disgusted and nobody willing to lose more money. 

73909—21 4 
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During February, 1920, the condition of the export trade became 
serious. Independent dealers and speculators were laboring under a 
severe strain, and the trade papers generally attributed the lessening 
demand to what was termed " demoralized exchange rates." 

, Unlike the bright district, and to a lesser degree the burley dis- 
trict, it had been evident from the very first that there would be 
an overproducion of dark-patch tobaccos; therefore the exchange 
factor was unhampered in its application. 

During the latter part of February, 1920, an attempt was made by 
a large dealer to sell a certain lot of lugs to one of the regie repre- 
sentatives, and a portion of the letter containing the offer is as 
follows : 

My reason for asking is that, on account of the decline in the market and 
the unfavorable exchange rates, we can not sell these lugs at what we first 
supposed we could get for theiu. Belgium is our largest outlet for lugs, and 
the Belgian i)eople can not buy a pound of tobacco because of prohibition of 
exchange rates. 

On March 4, 1920, a letter from Switzerland, addressed to an 
exporter of tobaccos in this country, contains the following : 

In a general way our manufacturers are not inclined to pay the prevailing 
high prices and they have decided in their associations to renounce all buying 
until the prices are again reasonable and they are forced to buy from lack of 
tobacco. That is very serious, and we will have to accommodate ourselves to 
this situation. * * * Do you think the American consumption will be able 
to absorb the whole 1919 crop and that the high level of prices can be main- 
tained? I don't think that the Italian and the French regies will buy big quan- 
tities if they have to pay 18 lires or 15 francs for a dollar; even the Swiss 
manufacturers, who have to pay but 0.630 franc, feel it hard to purchase the 
dollars. In 1918 they had to pay only 0.4 franc and less. 

In an attempt to evade the exchange rate many European buyers 
sent Canadian securities to the United States to pay for tobacco, 
and exporters who sold large quantities of tobacco to foreign coun- 
tries found it difficult to collect money for the shipments, some of 
it being returned to the United States. This reflects in a manner the 
strain under which the export trade was operating. 

The exchange rate experienced a decided break in March and April, 
and dealers in this country then lost hope for a betterment of con- 
ditions, as is evidenced by a letter from an exporter to his factor in 
Belgium, which is in part as follows : 

Everyone realizes the depression of foreign exchange from all countries, and 
until their credits can be built up to offset their heavy indebtedness there is 
nothing to indicate a material relief. 

The following is taken from a letter of a large English operator 
addressed to his buyer in Kentucky, under date of March 5, 1920 : 

The general situation is most regrettable. Evidently the entire trouble is 
due to the inability of European countries to buy American tobacco, owing to 
the very low price of their money in exchange for American money. ♦ * * 
It has been entirely too low grade for our consideration, notwithstanding the 
very low price at which it has sold. Unfortunately, none can foresee when 
foreign countries, whose money is so depressed that they can not trade at 

present in this country, will be able to resume business in American tobacco. 

* * * 

British exchange in this country has fallen 30 per cent as compared with 
normal, and it therefore follows that British manufacturers can not afford to 
buy more than their actual needs. We can not afford to buy materially more 
tobacco than we require, even at present prices, which certainly are very 
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much more attractive than the prices paid by us earlier in the season, or, I 
may say, for the majority of our purchases up until now, and therefore, we 
are unable to stabilize prices by ourselves. 

In a letter from the representative of one of the regies to the 
Commission is the following : 

The demand for tobacco for export has been greatly affected by the general 
economic conditions which have prevailed in Europe for the last two years, and 
which have resulted in a scarcity of credit and in exceedingly and persistently 
unfavorable rates of exchange. I believe that, if in 1919, when the conditions 
were already bad, there had not been the hope that an improvement of some 
sort could be expected in a comparatively short tiijie, the decline of the tobacco 
market for export would have taken place Earlier. 

As far as we are concerned, we had been considering already in 1919 a cur- 
tailment of our orders; but we gave up the idea. In 1920 our first order was 
small, and the following ones have been given very cautiously, little by little, 
and at strictly limited prices. Except for the decline, we should have stopped 
buying. The decline has certainly been important on the Kentucky market; 
but, however, it has been entirely two small to compensate in our case the 
increase of the rate of exchange. * * * 

Under the date of April 24, 1920, a large Xew York firm wrote its 
Kentucky representative as follows : • 

We have been unsuccessful in developing any material amount of business 
in Europe in any ktnd of tobacco recently. There is no demand from Copen- 
hagen office, and Antwerp seems to be in about the same shape. As a matter 
of fact, he has on hand in Antwerp and here most of the tobacco that we sent 
to him during the fall and winter, and it is an enormous quantity scattered 
over the wharves, piers, barges, and exposed to the weather and all other 
hazards up and down the coast for 4 miles, and there is not enough of it mov- 
ing to make an impression. Mr. Blank writes us he does not know what we are 
going to do because there is no place to store the tobacco and we may have to 
ship it back to America for storage. He says that * * * (mentioning a 
competitor) and other people's tobaccos are in the same fix and worse, even — 
piled up in loose leaf state out of the hogshead and hopelessly mixed * * *. 
I doubt if we can undertake to operate extensively until we get some of our 
money out of Europe. * * * I do not want to discourage you, but we are 
not at the moment in position to do business except sell. 

The records of the investigation are replete with expressions of 
like tenor. There does not seem to be the slightest question but that 
the rates of exchange were a powerful factor in the handling of the 
1919 crop, though as shown in this section the effect was not the same 
in all districts. 

Section 4. Financial conditions in this country. ^ 

Many of those acquainted with the tobacco situation gave as one 
of the reasons contributing to the decline the financial conditions 
prevailing in this country during last season, especially the latter 
part of the year. The decline in exchange, together with other con- 
ditions resulting from the war, naturally affected the money situa- 
tion, and credits were limited as a result. That this limitation of 
credits had a marked effect on prices is shown by statements of those 
acquainted with conditions. A few of the statements in this regard 
will be reviewed here. 

An important manufacturer in commenting on the reasons for the 
decline in prices last year, among other things, stated : 

I assume that the unfortunate status of exchange rates between this and for- 
eign countries was largely responsible for the absence of the foreign purchasers, 
and naturally the high money rates prevailing in this country at the time served 
to restrict the operations of domestic tobacco dealers, if any there were who 
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might have been disposed to purchase these tobaccos heavily in the hope that 
a stronger market for same would develop in foreign countries at a later date. 

A buyer for a large manufacturing company also stated : 

Tight money and the shutting down of the Federal reserve on loaning money 
was also a factor in bringing down prices. 

In an interview with a dealer located at Cincinnati, Ohio, he stated 
substantially as follows : 

The break in the market was due to tight money. In buying tobacco, credit 
is a very necessary thing, and when the banks shut down lending the ppecu- 
lators money it has an effect upon the market, because they can not buy without 
money or credit. 

Referring to the causes for the decline in price, an officer of a ware- 
house company located at Owensboro, Ky., said : 

I rather believe it is from money conditions — tightness of the money market 
in the United States. The rate to farmers here is 6 per cent, but the money 
itself is scarce. 

In the same connection a tobacco grower of Springfield, Ky., 
summed up his reasons, given as follows : 

I think the low price of tobacco is due to an overproduction of tobacco and 
the general money market — can't get money at a cheap r^te of interest — and 
the fall of exchange abroad. Congress has not granted enough credit to 
European nations for buying this low-grade tobacco. 

An official of a company with headquarters at Owensboro, Ky., 
dealing in tobacco stated substaiitially as follows : 

About the time the market began to break was the time money got so tight. 
I believe that the tightness of the money market had a lot to do with the 
decline in prices. 

Many others expressed their opinion in about the same manner as 
is quoted above. 

This situation had a tendency to lower prices in two ways: (1) 
That dealers and speculators were restricted in buying, thus reducing 
competition, and (2) in many cases, when the situation became acute, 
growers having borrowed money on their crop sold at whatever 
prices they could obtain. The two phases of the question -will be 
discussed in order. 

During the early part of the season conditions had not reached the 
point that dealers were materially affected thereby. However, it 
appears that some of those dealing in hurley tobacco were affected, as 
will be seen by the following excerpt from a letter of an important 
manufacturing company to its head buyer: 

I do not think you need to have any fears now from speculators, especially 
those who do an export business, as I "was reliably informed when in New York 
that the export business was practically dead on both leaf and cigarettes, and 
that European cigarette manufacturers are now working on half time. New 
York banks are also refusing to loan money for speculating purposes; I know 
that some of the leaf men have recently been turned down who expected to make 
considerable purchases in Kentucky in case there should be a break in the 
hurley markets. * 

While it is probably true that this class of dealers did not take a 
very large percentage of the offerings, still the fact remains that when 
they are on the market competition is very much stimulated. 
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It is believed that this condition had as great, if not greater, effect 
on prices for the dark types. An important dealer telegraphed an 
affiliated company at Louisville, Ky., February 6, 1920, as follows : 

Think money situation cause of low prices. Banks in Richmond and in New 
York advise us money wiU be much tighter. They are not discounting new 
paper and will call in near future good many loans. Think should go very 
slowly on further purchases Ow^ensboro. Think buying of common hurley freely 
at low prices all right. Leaving for Richmond to-night. Will write fully from 
there. 

In the same connection, a letter from a Louisville concern to an 
affiliated company at Mayfield, Ky., dated February 9, 1920, is noted. 
The paragraph in point is as follows : 

The prices on tobacco seem to be declining everywhere and looks like it gets 
cheaper every day, this being no doubt largely due to the high rate of exchange 
and money being so hard to get. 

Under date of February 26, 1920, a large buyer wrote one of his 
field representatives as follows : 

We presume that you understand that we absolutely want to buy nothing at 
all at present except it be a real first-class fine wrapper crop, and even then not 
unless the price is somewhere from $3 to $5 lower than formerly on the leaf^ 
and the lugs at not over $8. 

We are forced to this position because of the attitude of our demands, which 
has been brought about especially by the stringency of finances. 

The president of a bank in the heart of the dark section and which 
loans large sums of money both to dealers and growers visited Europe 
in the fall of 1919 with a view of studying the tobacco situation. 
Before leaving he had arranged with a large bank in New York 
City to furnish $1,500,000 for the purpose of financing the tobacco- 
crop in his territory. Upon returmng to this country in November 
he found conditions changed, and by the time their tobacco market 
oj)ened the Federal reserve bank had so limited credit as to do away 
with this plan of financing through the bank in New York. His 
investigation of the situation in Europe indicated to him that there 
was a strong demand for the high grades of dark tobacco produced 
in this country. An arrangement was made by which the foreign 
buyers could nave their banks in Europe guarantee their drafts 
which would be discounted in this country and handled through the 
Federal Reserve System. This arrangement, due to money conditions, 
was not carried out when the tobacco market opened. In this same 
connection it may be mentioned that in March, 1920, arrangements 
were made with the War Finance Corporation whereby the Italian 
Government could be financed to the extent of $5,000,000 to be used 
in the purchase of tobacco in the dark-fired district. Up to that time 
they had purchased but little tobacco. The details were arranged, 
but due to the high interest rate, about 11 per cent, the offer was 
refused. It should be noted, however, that later the Italian Govern- 
ment did purchase a large quantity of tobacco, although prices by 
that time had materially declined. 

It is also believed that money conditions caused growers in many 
cases to sell their tobacco in order to meet their obligations. Al- 
though the season opened at high prices, there was a general im- 
pression that prices would be higher, and for that reason many were 
not anxious to sell at that time. For example, it is stated that some 
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of the more important growers in the Clarksville, Tenn., district 
planned to hold their tobacco for 40 cents. Later, of course, priceg 
declined from the opening level about 30 cents per pound and in a 
short time were demoralized. 

That difficulties were experienced by prospective borrowers during 
the past year is a matter of common knowledge. It is so generally 
admitted that further comment is deemed unnecessary. Banks every- 
where united in an effort to decrease as much as possible all opera- 
tions which might be considered in any way speculative. Broadly 
speaking, the stringency of the money market was applicable to all 
lines of business, and the leaf-tobacco trade was forced to bear its 
portion of the general burden. 

Section 5. Dominant position of large companies. 

While opinions differ as to the existence of competition among the 
buyers of leaf tobacco, and no conclusive evidence of collusion to 
bring about the decline is at hand, attention should be called to the 
fact that in each of the chief growing areas the buying is centered 
in very few hands. 

Our 1919 crop of manufacturing and export tobaccos, as shown by 
the estimates given in Chapter I, was 1,158,000,000 pounds and con- 
stituted about 85 per cent of the total crop. The purchases of these 
types during the season by two closely affiliated British manufactur- 
ers, the Italian and French regies, and two dealers largely engaged 
in exporting leaf tobacco amounted to more than 354,000,000 pounds, 
and were thus equivalent to over 30 per cent of the crop. The four 
tobacco manufacturers (E. J. Reynolds Tobacco Co., Liggett & 
Myers Tobacco Co., the American Tobacco Co., and P. Lorillard 
Co.), sometimes called the "Big Four," and the three snuff com- 

ganies (American Snuff Co., Weyman-Bruton Co., and George W. 
[elme Co.), that succeeded to the domestic manufacturing business 
of the combination under the decree of dissolution in 1911, purchased 
over 395,000,000 pounds, or an amount equivalent to more than 60 
per cent of the remainder of the crop, the four tobacco manufacturers 
taking about seven times as much as the snuff companies. The pur- 
chases of one of the British manufacturers alone was equivalent to 
15.4 per cent of the 1919 crop, and of the two combined to 23.5 per 
cent, and those of one of the " successor " companies alone was equiv- 
alent to 23.9 per cent of the remainder of the crop. 

The dependence of the farmer upon a small number of buyers is 
still more apparent when the chief growing areas are considered sepa- 
rately. In the hurley field the season's purchases by the Big Four 
were about 217,000,000 pounds, and equivalent to 82.6 per cent of the 
estimated production of 263,000,000 pounds. While this estimate is 
perhaps low, the purchases of these four companies were probably 
equal to at least 75 per cent of the crop. The two exporting dealers 
referred to took 17.8 per cent of the estimated production, but a con- 
siderable part of this was bought for or sold to the Big Four. It 
would seem safe to say that 90 per cent of the hurley crop was bought 
by these six concerns. 

The estimate for the dark western crop is 335,000,000 pounds, of 
which 211,000,000 pounds is dark-fired. The purchases of the dark- 
fired by the Italian and French regies, the snuff companies, and one 
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of the British manufacturers were equivalent to 64 per cent of the 
crop estimate, the regies taking 37 per cent, the snun companies 18 
per cent, and the British company 9 per cent. The same six concerns, 
together with the Big Four, bought nearly 53 per cent of the total 
dark western crop. A little over 12^ per cent of both the dark-fired 
and total dark western was bought by the two exporting dealers. 

Of the bright southern crop, estimated at 479,000,000 pounds, over 
225,000,000 pounds, or 47 per cent, was bought by the two British 
companies, and 20 per cent more was taken by three of the successor 
companies. Nearly 40 per cent of the remainmg one-third was taken 
by the two dealers. 

The two British companies referred to are the Imperial Tobacco 
Co. (of Great Britain and Ireland), Ltd., and the British-American 
Tobacco Co. (Ltd.). As defendants in the dissolution suit they 
were perpetually enjoined from acting as agent for each other and * 
from employing a common buying agent for the purchase of leaf 
tobacco in the United States as well as from uniting with any of the 
disintegrated companies, but they are operated in close relationship. 
The Imperial Co. has one of its directors on the board of directors 
of the British- American Co. and holds a large interest in the latter 
concern. 

The two dealers that buy from 40 to 50 per cent of -the tobacco 
that is not taken by the leading foreign and domestic manufacturers 
in the heaviest producing areas are two new combinations formed 
one in 1916 and the other in 1918. The International Planters' 
Corporation was organized in 1916, and owns, among other former 
independent buyers, the J. M. Edmunds Co., of Danville, Va., and 
G. O. Tuck & Co., of Louisville, Ky. The Universal Leaf Tobacco 
Co., incorporated in 1918, controls the J. P. Taylor Co. and other 
important buying organizations in each of the chief growing areas. 
The Universal and its subsidiaries alone take about 10 per cent of 
the leading types. 

The position of the large manufacturing and snuff concerns is 
more convincing because of the fact that they have many stockholders 
in common. Prior to the dissolution of the old American Tobacco 
Co. the 29 individual defendants in the suit owned about 50 per cent 
of the common (voting) stock of the company. After the reorgani- 
zation into the 14 companies that were formed under the decree 
these same 29 individuals owned in the aggregate from 28 to 45 
per cent of the voting stock of the several companies.^ 

In the old American Tobacco Co. the 10 largest stockholders, 7 of 
whom were directors, held over 60 per cent of the common stock. 
These parties were J. B. Duke, A. N. Brady, O. H. Payne, P. A. B. 
Widener, Thomas F. Eyan, B. N. Duke, G. B. Schley, Moore & 
Schley (acting chiefly as agents for clients), and the estates of W. C. 
Whitney and W. L. Elkins.^ 

At tlie present time at least 8 out of 10 of the original largest 
stockholders or their families retain large holdings in the disinte- 
grated companies, their aggregate stock ownership in the Big Four 
and three large snuff companies amounting to nearly 300,000 shares. 

* Report on the Tobacco Industry, part 3, p. 213, Commissioner of Corporations. 
2 Report on the Tobacco Industry, part 1, p. 18, Commissioner of Corporations. 
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Out of 82 holders of stock in two or more of the successor com- 
panies, 7 hold stock in each of the Big Four manufacturing com- 
panies and three snuff companies. One holds stock in all of the seven 
companies except George W. Helme Co., another in all but R. J. 
Reynolds Co., and three in all but the American Tobacco Co. Three 
have stock in each of the Big Four and at least one snuff company. 
Three have holdings in three of the Big Four and two of the snuff 
companies. Twelve parties own stock in each of the Big Four. Five 
have stock in each of the Big Four except R. J. Reynolds Co. 
Twenty-three are stockholders in all three of the snuff companies. 
There are 18 who hold stock in each of two of the snuff companies 
and 27 are holders in only two of the Big Four. 

, Section 6. Common buying^ ag^encies. 

Another factor which has a direct effect on prices is the fact that 
in some cases a dealer will purchase tobacco for several companies. 
It has a tendency to lower prices in that competition is eliminated in 
proportion to the number of companies involved, providing com- 
petitive tobaccos are being purchased in this manner. The fact that 
the less important users of tobacco purchased through the same 
agency would, of course, not affect the market appreciably and would 
operate to tlieir advantage in that the expenses of separate buying 
organizations would be saved. However, the practice is not limited 
to the smaller companies, and in recent years some of the large com- 
panies have used the same agencies, although maintaining extensive 
buying organizations of their own. 

Probably the most important change that has taken place in the 
industry since the dissolution of the combination has been the forma- 
tion of the Universal Leaf Tobacco Co. (Inc.). This company has 
acted as agent for and sold tobacco to most of the large interests, and 
for this reason a history of its organization and activities is here 
related. This company was incorporated under the laws of Virginia 
January 15, 1918, with an authorized capital stock of $20,000,000. At 
this time $9,500,000 preferred and $5,273,300 common has been issued. 
The company has offices both at New York City and Richmond. 

Its officers are as follows: J. P. Taylor, chairman of the board; 
T. B. Yuille, president; James I. Miller, vice president ; W. A. Will- 
ingham, vice president and secretary ; P. H. Grorman, vice president ; 
W. S. Luckett, vice president; L. K. Stone, assistant secretary; J. E. 
Johnston, assistant secretary; D. C. Phillips, treasurer. 

Mr. Yuille, president of the company, for many years had been 
connected with the American Tobacco Co., being a vice president in 
that company and in charge of the purchase of leaf tobacco. He re- 
signed in the spring of 1916 and subsequently acquired control of the 
J. P. Taylor Co., of Richmond, which company was engaged in the 
purchase of bright southern tobacco, and to some extent burley. 

Mr. Taylor, the chairman of the board and an important stock- 
holder, was formerly and is now chairman of the board of the J. P. 
Taylor Co. The latter company has since 1911 been the purchasing 
agent for the Lorillard Co. on the loose-leaf . burley markets. Mr. 
Gorman and Mr. Luckett both were at one time directors in the 
American Cigar Co. 
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The Universal Co. is primarily a holding company, holding stock 
in various companies engaged in the purchase and sale of "various 
types of leaf tobacco. However, during the past season the company 
purchased considerable tobacco in its own name. The companies in 
which stock is owned, the date of their acquisition, the date of their 
incorporation and outstanding capital stock is shown in the table 
which follows : 

Table 2S,— Companies in which stock is otcned hy the Uni/versal Leaf Tehacco 

Co. {Inc.). 



Name of company. 



Anchor Forwarding 

Co. 
Chas.T.W. Argue Co. 

(Inc.). 
Wm. B. Beach & Co. 

(Inc.). 
C. B. Cheatham Co. 

(Inc.). 
C. R. Dodson Co. (Inc.) 
G.R.Garrett Co. (Inc.) 

Gensior Tobacco Co. 

(Inc.). 
P. H.Gorman Co.(Inc.) 
O. C. Gre; ory Co. (Inc.) 
John B. Harvie & Co. 

(Inc.). 
W. P. Henry Co. (Inc.) 
Jefferson Leaf Tobacco 

Co. (Inc.). 
La Plata Tobacco Co. . 

Person-Garrett Co 

Republic btorage Co. 

(Inc.). 
Rudolph, Hach & Co. 

(Inc.). 
Suhling & Co. (Inc.) . . 
J. P. Taylor Co. (Inc.).. 
Tropical Tobacco Co. 

(Inc.). 
R. P. Watson Co. (Inc.) 
W. A. Willingham Co. 

(Inc.). 
W. H. Winstead Co. 

(Inc.). 
W. A. Adams Co.(Inc.) 
Atlas Tobacco Co 



Address. 



New York, N.Y. 

Henderson, Ky.. 

Petersburg, Va.. 

Louisburg,N.C. 

Kinston, N. C... 
Rocky Mount, 

N.C. 
New York, N.Y. 

do 

Richmond, Va... 
Roxboro, N.C. 

Durham, N.C... 
Sparta, Wis 



Fan Juan, P.R.. 
Greenville, N.C. 
New York, N.Y. 

Clarksville,Tenn. 

Lynchburg, Va. . 
Richmond, Va. . 
New York, N.Y. 

Wilson, N.C... 
Richmond, Va. . 

Baltimore, Md . . 

Oxford, N.C... 
Louisville, Ky.. 



Date of incor- 
poration. 



July 31,1919 

Pept. 25,1918 

fept. 30, 1913 

Aug. 28,1911 

May 10,1909 
July 7,1913 

Jan. 25,1917 

Oct. 29,1916 
Aug. —,1916 
Sept. 6,1909 

May 4, 1915 
Nov. 6,1919 

May 7,1912 
July —,1915 
Mar. 20,1918 

Jan. 3,1920 

Oct. —,1919 
July 8, 1916 
May 24,1917 

June 12,1909 
Aug. 25,1916 

May 22,1918 

Oct. 6,1919 
Aug. 13,1919 



Capital 

stock 

issued. 


Amount 
owned by 
Univer- 
sal Co. 


1100,000 


175,000 


50,000 


25,000 


50,000 


25,000 


60,000 


60,000 


15,000 
100,000 


7,500 
32,500 


100,000 


70,000 


500,000 

150,000 

25,000 


500,000 

150,000 

12,500 


30,000 
200,000 


15,000 
100,000 


500,000 

25,000 

100,000 


225,000 

12,400 

100,000 


400,000 


200,000 


900,000 


450,000 


2,500,000 
500,000 


2,500,000 
225,000 


100,000 
250,000 


50,000 
250,000 


500,000 


500,000 


35,000 
2,500,000 


14,000 
2,050,000 



Per 

cent of 

total. 



Date acquired. 



75 

»50 

60 

2 100 

8 50 
<32i 

70 

100 

6 100 

8 50 

850 
50 

45 
•49 
100 

50 

50 
100 
M5 

50 
100 

8 100 

39S 

82 



July, 1919. 

October, 1918. 

January, 1918. 

February, 1918. 

December, 1916. 
July, 1913. 

January, 1917. 

February, 1918. 

Do. 
May, 1917. 

July, 1915. 
November, 1919. 

November, 1916. 
December, 1916. 
March, 1918. 

January, 1920. 

October, 1919. 
February, 1918. 
May, 1917. 

December, 1916 
February, 1918. 

Do. 

October, 1910. 
August, 1919. 



> Twelve shares of this amount owned by two directors in Universal Co. 
2 Fifty-eight per cent owned by J. P. Taylor Co. (Inc.). 
« Owned by J. P. Taylor Co. (Inc.). 

* Owned by W. A. Willingham & Co. 

6 59.4 per cent owned by J . P. Taylor Co. (Inc.). 

• Owned by R. P. Watson Co. (Inc.). 
f Ovnied by P. H. Gorman Co. (Inc.). 

« 49.6 per cent owned by J . P. Taylor Co. (Inc.). 

All of the above are dealers in leaf tobacco with the exception of 
the Anchor Forwarding Co. (Inc.), which operates as forwarding 
agents; the Republic Storage Co. (inc.), which furnishes storage 
facilities; and the Atlas Tobacco Co., which purchases tobacco for 
rehandling purposes. The La Plata Tobacco Co. was created for 
the purpose of cultivating leaf tobacco in Porto Rico, while the 
Tropical Tobacco Co. (Inc.) was organized for cultivating leaf to- 
bacco in Santo Domingo. AH of the companies mentioned are oper- 
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ated really as branches of the holding company and for that reason 
the operations of several are confined to the purchase of only a few 
types. For example, the Winstead Co. purchases Maryland and 
eastern Ohio leaf and the Green River type of tobacco at Owensboro, 
Ky. ; the Beach Co., the dark Virginia type ; the Jefferson Leaf To- 
bacco Co., Wisconsin binder, a cigar type ; the Argue Co., the stem- 
ming type, in the Henderson (Ky.) district; the Rudolph-Hach Co., 
the dark western type in the Clarksville (Tenn.) district; and the 
Gorman Co. deals in several types, chiefly the cigar. Green River, 
one sucker, and dark Kentucky types. The operations of the J. P. 
Taylor Co. are the most extensive, it dealing in the bright southern 
and hurley types and also does a considerable export business. The 
majority of the remaining companies in which stock is owned operate 
locally in the purchase of bright southern types. 

The total purchases of this company and its subsidiaries for the crop 
year 1918 were somewhat less than 100,000,000 pounds and for the 
1919 crop about 115,000,000 pounds. Some of this tobacco was pur- 
chased on order for the companies, resulting from the dissolution 
decree, while some was sold to them from their own purchases. The 
quantity sold to these various companies for the two years is shown 
in the table below : 



Table 24.- 



-8a1e8 of leaf tobacco made hy the Universal Leaf Tobacco Co. and 
subsidiaries to the disintegrated companies. 



Sales to- 



American Tobacco Co 

P. LorillardCo 

Liggett & Myers Tobacco Co . 
R. J. Reynolds Tobacco Co . . 

Imperial Tobacco Co 

Black Horse Tobacco Co 

Export Leaf Tobacco Co 

Geo. W. Helme Co 

Weyman-Briiton Co 



1918 



1919 



On order. 



From pur- 
chasers. 



Pounds. 



19,462,644 
4, 090, 178 
2, 415, 203 
2, 723, 644 



916, 130 



POUTUIS. 

5, 840, 080 

685,105 

1,002,278 

3,411,769 

398, 950 



365,900 



Total I 29,975,699 



2, 23S, 232 

165,052 

97,695 



13, 839, 161 



On order. 



Pounds. 

6,236,959 

6,756,345 
485,150 
101,330 

2,707,886 
12,369,252 

1,237,770 



19,894,692 



From pur- 
chasers. 



Pounds, 

2,031,662 

1,060,371 

1,075 

262, 774 

2,766,982 



15,730 



6,138,494 



1 Practically all purchased on order. 

It will be noted from the above table that the Universal and its 
subsidiaries purchased for or sold to these companies about 44,000,000 
pounds of the 1918 crop and about 26,000^000 pounds of the 1919 
crop. The decline in the quantity sold during the latter season was 
due largely to the fact that in 1919 about 18,000,000 pounds less were 
sold to the Lorillard Co. than in 1918. These purchases were made 
through the J. P. Taylor Co. 

^)f the sales made from the 1919 crop to these companies, 4,655,285 
pounds were bright southern types, of which 957,817 pounds were 
purchased on order; 13,633,772 pounds were hurley, of which 12,- 
990,564 pounds were purchased on order; 2,220,610 pounds were the 
Green River type, of which 1,632,795 pounds were purchased on 
order; 2,369,252 pounds were dark western tobacco, all purchased on 
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their own account, and 1,680,944 pounds dark Virginia, all purchased 
on order. The remainder consisted of miscellaneous types, such as 
Maryland and Ohio export types, the types marketed at Henderson, 
Ky., etc. The sales of bright southern tobacco mentioned were to the 
Imperial Tobacco Co., the American Tobacco Co., the Liggett & 
Myers Tobacco Co., R. J. Reynold Tobacco Co., and a small quantity 
to the Lorillard Co. Burley was sold to the American Tobacco Co., 
the Lorillard Co., and the Imperial Co. ; the Green River type to the 
Export Leaf Tobacco Co., the Lorillard Co., and a small quantity to 
the American Tobacco Co. ; the Henderson type to the Export Leaf 
Tobacco Co. and the Lorillard Co. ; and the dark Virginia type to the 
Imperial Co. 

Frobably the next most important company that purchased to- 
bacco for more thaft one of the large interests is the International 
Planters' Corporation. This company was organized under the laws 
of New York, -September 13, 1916, with an authorized capital of 
$2,000,000. On September 1, 1920, there was outstanding $918,500 
preferred stock and $175,000 common stock. The principal office of 
the company is in New York City, but it also maintains offices at 
Danville, Va., Louisville and Lexington, Ky., San Juan, P. R., San- 
tiago and Puerto Plata, Dominican Republic; Antwerp, Belgium, 
and Copenhagen, Denmark. Its officers are as follows: Amos J. 
Mace, president; G. O. Tuck, vice president; J. M. Edmunds, vice 
president; William B. Shaw, vice president; J. P. Harrison, vice 
president ; Arthur B. Hatcher, secretary and treasurer. 

The company is engaged in the purchase of leaf tobacco and in 
the drying, packing, and resale of the cured leaf, its operations being 
carried on by subsidiary companies which are operated as branches. 
The companies in which stock is owned are shown belQW : 

Table 25. — Stockholdings of lntern<itional Planters' Corporation. 



Company. 



Location. 



New York, N. Y, 
do 



G. O. Tuck <fe Co. (Inc.) 

J. M. Edmunds & Co. (Inc.) ; 

Leaf Tobacco Co | Winston-Salem, N. C. 

Standard Leaf Tobacco Co I Danville, K^ 

Wilson Tobacco Co 

R. ^. Barker Tobacco Co 

E. S. Robev<feCo 

Heizer-Tuck Tobacco Co 

J. W. Hayes Tobacco Co 

Ramsey Tobacco Co 

Independent Redrying Co 



lie. Ky 

Wilson, N.C 

CarroUton, Ky 

Smiths Grove, Ky. 

Maysville, Ky 

Clarksville, Tcnn. . 

Sebree, Ky 

Cynthiana, Ky 



Capital stock. 



Issued. 



0) 

(') 

(«) 

(«) 

(») 
$21,000 
10,000 
26,600 
10,000 
10,000 

5,000 



Owned 
by Inter- 
national 
Planters 
Corpora- 
tion. 



$10, 500 
5,000 
13,300 
5,000 
5,000 
2,500 



1 Only $1,050 stock outstanding, all owned by International Planters' Corporation. 

» Stockholdings sold Nov. 1, 1920. 

• Partnership, one-third interest owned by International Planters' Corporation. 

This company during the 1918-19 season purchased 40,436,408 
pounds and during the season 1919-20, 43,198,524 pounds. The types 
of tobacco purchased for these two years were as follows : 
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Table 26. — Leaf tohacco purchased J>y International Planters Corporation, hy 

types, for crop years 1918 and 1919. 



Type. 




Bright Virginia and Carolina 

Dark Virginia 

Burley 

Green River 

One sucker 

Clarksville, Tenn 

Dark-fired! 

Total 



Pounds. 

13,202,779 
2,203,705 

16,485,381 

4,612,154 

1,403,261 

2,085,150 

443,978 



1919 



Pounds. 

17,935,459 

1,323,110 

20,632,305 

1,162,446 

334,555 

1,391,520 

419, 129 



40,436,408 



43,198,524 



Of the quantity purchased during last season, 3,404,282 pounds 
were for the Liggett & Myers Tobacco Co., 3,716,309 pounds for the 
American Tobacco Co., and a considerable quantity .for the Export 
Leaf Tobacco Co. 

This company also purchases considerable tobacco on joint ac- 
count with other dealers. Last season the most important arrange- 
ment of this character was with the Morton Tobacco Co., which buys 
at several points, 8,466,614 pounds being purchased on this account. 
Negotiations were had with another large concern involving the pur- 
chases at an important marketing point but the deal was not closed. 
The advantages of such an arrangement are disclosed in a letter from 
an official of the company requesting such an arrangement. A por- 
tion of the letter is as follows : 

I feel almost sure if an arrangement could be made so that we could operate 
the plant jointly on a partnership basis that it would be a great saving to both 
concerns. It would not only mean a great saving to both of us in our pur- 
chases of leaf tobacco on account of the competition which it would eiminate, 
but by handling both accounts there is hardly any doubt but what the plant 
would make a much better showing, as the overhead expense of the plant is 
practically the same whether it handles a little or a large quantity of tobacco. 

The practice of buying on joint account is common in the industry. 

The larger portion of the tobacco purchased by the French Gov- 
ernment is bought through E. J. O'Brien & Co., of Louisville, Ky., 
and most of me purchases for the Italian Government through 
W. G. Dunnington & Co., also of Louisville, Ky. O'Brien & Co. 
also purchase some tobacco for other interests. Only about 70 per 
cent of hig total purchases of the 1919 crop was for the French 
regie. In 1918 and 1919 they purchased on order for the Loril- 
lard Co. on the hogshead markets of Louisville and at a few other 
points. Their purchases for this company, of the 1919 crop, were 
more than 2,000,000 pounds. W. G. Dunnington & Cp. is a part- 
nership, Mr. Dunnington being associated with Mr. E. G. Morton. 
This organization confines its purchases to the Italian Govern- 
ment's requirements. However, the firm of W. G. Dunnington, 
located at FannviUe^ Va., deals in dark Virginia and Kentucky 
tobaccos. In 1919 this firm's purchases aimounted to about 3,000,000 
pounds, some of which was purchased for the Liggett & Myers 
Tobacco Co. In the same connection, it mi^ht also be mentioned that 
Mr. Morton together with his brother constitute the Morton Tobacco 
Co. of Louisville, which probably accounts for the fact that W. G. 
Dunnington & Co. do not purchase for other interests than the Italian 
Government in the dark western field. 
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Various other concerns were used by more than one of the large 
companies in obtaining their requirements. In this connection, F. 
D. Williams & Co., of Kichmond, Va., may be mentioned, which 
purchased about 4,000,000 pounds of the 1919 crop. Of this amount, 
1,052,822 pounds were purchased on order for the Geo. W. Helme 
Co., and 1,555,230 pounds for the French regie. I. N. Vaughn & Co., 
also of Richmond, is an important dealer, purchasing about 4,000,000 
pounds of the 1919 crop, chiefly Virginia sun cured. Of this amount, 
485,251 pounds were purchased on order for the Liggett & Myers 
Tobacco Co. and 37,239 pounds for the Export Leaf Tobacco Co. 

The fact that certain dealers are buying for more than one of the 
large companies is known to the trade in some cases, and in others 
it is not. Also in some cases the tobaccos bought for the different 
companies by one dealer may not be strictly competitive. However, 
in many cases dealers have purchased the same types of tobacco 
for various companies. The practice of buying through agencies 
not disclosed to the trade has been termed "buying under cover." 
Due to the fact that a common agency is often used for this pur- 
pose, the effect of the use of common agencies in general, particu- 
larly with reference to the 1919-20 season, is discussed in connec- 
tion with the effect of " holding off the market " and " buying under 
cover," which is presented in the following section. 

Section 7. " Holding off " the market and buying " under cover " by the 
large interests. 

According to the testimony of numerous tobacco producers, dealers, 
warehousemen, and buyers, as well as the correspondence of the large 
manufacturers and dealers, one of the most important causes of the 
decline in prices of leaf tobacco during the 1919-20 season was 
"holding off" the market and "buying under cover," indulged in 
by the large tobacco manufacturers. The effect of these practices 
varied, but was most apparent in those markets where the companies 
using the methods were important purchasers. As a general propo- 
sition, it is recognized by those experienced in the trade that 
" holding off " the market, even temporarily, by any concern which 
purchases a substantial percentage of the tobacco sold on that 
market will have a direct effect on the prices being paid. Also it 
is recognized that where a large tobacco purchaser buys its require- 
ments " under cover " through a dealer already on the market, com- 
petition is lessened and the price is affected. 

The extent of such methods and the effect thereof varied in the 
different localities, being apparent in the hurley, dark western, and 
bright southern districts in the order given. 

IN THE BURLET DISTRICT. 

By the American Tobacco Co. — A large tobacco grower at Mays- 
lick, Ky., attributed the decline in the market of burley tobacco last 
winter to the refusal of manufacturers to buy. " They were in and 
out of the market." 

The manager of a large tobacco warehouse in Lexington, Ky., 
stated that " when American buyers were off * * * the floor, 
prices went down." 

The manager of another warehouse in Lexington also attributed 
the cause of the decline in the market to the absence of the Ameri- 
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can Tobacco Co. from the market and that "when they went off, 
prices immediately dropped." 

At Glasgow, Ky., a prominent dealer when asked for the cause of 
the decline in the market last winter stated that the American To- 
bacco Co. withdrew Strange (its buyer) from buying, and the mar- 
ket declined considerably the very day Mr. Strange was withdrawn 
from it. 

The secretary of a warehouse company in Glasgow, Ky., also at- 
tributed the decline in the hurley market last winter to the fact that 
the American Tobacco Co. buyer was " taken off the market and when 
he was taken off the market that reduced competition atid tobacco 
went down." 

An independent tobacco dealer at Cynthiana, Ky., in discussing 
the cause of the decline in the hurley market in January and Feb- 
ruary stated : 

When a large company takes its buyer off the market it has a demoraUzing 
effect. If the American buys their own tobacco there is competition, and when 
the American buys through others, the competition is very materially lessened. 

A warehouseman at Cynthiana, Ky., also — 

attributed the drop in the price to the fact that the American went off the 
market and let Tuck & Taylor buy for them. Tuck tried to keep it secret that 
they were buying for the American. 

A tobacco dealer at Ripley, Ohio, stated : 

That it looked like the American went off the market to reduce competition 
for other concerns. 

The manager of a tobacco warehouse at the same point is quoted 
as follows : 

When the American went off Reynolds was left without competition. The 
American Co. is such a radical buyer that you never can tell what ij; will do. 
As long as all companies were represented they had full competition, when 
they went off, competition was reduced. 

A warehouseman at Maysville, Ky., one of the larger markets, 
" thinks the cause of the break in the market was due to the American 
stopping buying directly and then buying through others who were 
already represented on the market." 

The report of an interview with the secretary of another ware- 
house at the same point quotes him as saying : 

Last year the American went off the market completely and he thinks that 
it is the American scheme to control the market. Her purpose in getting off 
the market was seemingly to demoralize it and she certainly succeeded. 

A former buyer in the American Tobacco Co. when asked for the 
cause of the sharp decline in the hurley leaf tobacco last winter 
stated that one of the principal causes was the holding off the mar- 
ket by the American Tobacco Co. and the purchase for it of certain 
grades by the J. P. Taylor Co. This gentleman pointed out that at 
the time the J. P. Taylor Co. was buying for the American Tobacco 
Co. it was also buyer for the P. Lorillard Co. ; consequently, com- 
petition on that market was lessened to that extent. 

Numerous warehousemen and independent dealers in Louisville, 
Ky. ; Augusta, Ky. ; Greeneville, Tenn. ; Danville, Ky. ; Fleniingsburg, 
Ky. ; Johnson City, Tenn.; and Cincinnati, Ohio, also made state- 
ments to the effect that the policy of the larger manufacturers, espe- 
cially the American Tobacco Co., to hold off the market was one of 
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the causes of the decline in price of hurley leaf tobacco on the various 
loose-leaf floors. 

Most of the loose-leaf hurley markets throughout Kentucky, Ohio, 
and Tennessee opened on or about November 26, 1919. However, the 
American Tobacco Co., Liggett & Myers, and R. J. Reynolds To- 
bacco Co. did not begin buying extensively until about the 1st of 
December. The P. Lorillard Co. did not start buying until January 
5, 1920. 

Prior to the opening of the market R. J. Reynolds and the Ameri- 
can Tobacco Co. bought a large quantity of hurley tobacco from deal- 
ers on the Louisville market. At that time, ho^yever, the R, J. 
Reynolds Co. openly bought this tobacco through its buyer, T. H. 
Kirk, while the American Tobacco Co. bought " under cover " 
through the G. O. Tuck Co., branch of the International Planters' 
Corporation, referred to in the foregoing section. The apparent 

Surpose of the American Tobacco Co. in buying through the G. O. 
uck Co. without disclosing the fact can be seen from examination 
of the third and fourth paragraphs of the letter set forth below 
from the Louisville manager of the American Tobacco Co. to his 
superior officer in New York City : 

Louisville, Ky., November 11, 1919, 
Mr. J. H. Mahleb, 

Vice President American Tobacco Co.y New Yorh, N. Y. 

Dear Sib: I am in receipt of your wire of November 17 in reference to the 
common burley we are buying for export cigarettes, and in reply regret to advise 
that we can not get this tobacco carried until January 15 without paying in- 
terest and carrying charges on same, as Messrs. G. O. Tuck & Co. say that they 
will need all the money they can get to handle the coming crop. 

I bought the first 800,000 pounds of this tobacco at a net price of about 
$17.85 to be delivered as soon as samples are passed on. 

In order to keep from exc.ting the market and to buy the other 2,000,000 at 
the lowest possible cost, I am having Messrs. G. O. Tuck & Co. round up same 
for us, we, of course, to inspect and pass on the different lots. 

The R. J. Reynolds Tobacco Co. is buying all of this type of tobacco that they 
can find, and if the dealers know that we are in the market for it also it will 
excite prices, and probably we will have to pay from $1 to $2 per hundred more 
than if we bought through an outsider. 

We have agreed to pay Messrs. Tuck & Co. 3 per cent for buying this tobacco 
for us, which wiU amount to less than 60 cents per hundred. I think you will 
agree with me that we can save a good deal of money by handling in this way. 

It will be after December 15 before all of this tobacco is passed on and 
delivered. 

Very truly, yours, 

J. E. Lipscomb, Jr. 

After the American Tobacco Co. started buying on the loose-leaf 
floors on December 5 it continued buying all its grades on the various 
markets until December 16, when its buyers were instructed to dis- 
continue buying one of its principal smoking grades. The following 
telegram was sent by the American Tobacco Co. to its buyers on cer- 
tain markets December 15, 1919: 

December 15, 1919. 

Please discontinue buying KEL with Tuesday sale, and do not buy more than 
10 per cent of your offerings. 

A similar telegram was sent to buyers on other markets, except 
that the restriction was to buy 15 per cent of offerings on some mar- 
kets and 20 per cent on others. 

At the same time the local manager of the American Tobacco Co. 
arranged to have the J. P. Taylor Co., one of the principal branches 
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of the Universal Tobacco Co., referred to in the foregoing section, 
purchase the grade of burley tobacco which the American Tobacco 
Co. buyers were to discontinue buying. The local representative of 
the J. !r . Taylor Co. was instructed to buy this grade on all markets 
covered by the J. P. Taylor Co. Buying organization. This fact is 
shown in a letter from the local manager of the American Tobacco 
Co. to his superior officer, advising upon the arrangement made with 
regard to the purchase of this grade of tobacco. It will also be noted 
in the letter set forth below that plans were being made to have three 
of the princpal grades of the tobacco to be used in the manufacture 
of chewing and filug tobacco to be bought by the J. M. Edmunds Co., 
branch of the International Planters' Corporation, referred to in the 
foregoing section : 

Louisville, Ky., DecemJ)er 16, 1919. 
Mr. J. H. Mahler, 

Vice President Ameiiean Tobacco Co,, yew York, N. T. 

Deae Si»: I beg to advise that I have made arrangements with Mr. Parker 
to buy our KEL on aU markets. I had him here this morning and showed him 
what we wanted and explained to him fully in regard to the grade. 

I have given a few of our markets instructions to buy from 15 to 20 per cent 
of the offerings where the tobacco is especially good. On all other markets I 
have given instructions to buy from 6 to 10 per cent of the offerings. This will 
enable us to get our requirements and stay on the market throughout the crop. 

I would be glad if you let me know at your earliest convenience what you 
have done in reference to getting Edmunds to buy common tobacco for us. 
When I talked with you I told you that I thought we had better give him KM 
and KMM, but if you wish to do so I think we could also give him the KL also. 

We should be able to get these tobaccos without advancing our present limits. 

I am going to southern Kentucky to-night and will be in Lexington on Fri- 
day, provided you wish to communicate with me. 

Very truly, yours, J. E. Lipscomb, Jr. 

The instructions given by the local reoresentative of the J. P. 
Taylor Co. to its buyers was to buy this grade very freely. The 
letter of instructions is set forth below : 

Louisville, Ky., Decemher 16, 1919. 

Dear Sib: On receipt of this we wish you to enter the market and buy for 
our account a very thin,- high-colored bright leaf. In fact, it is a duplicate of 
the bright side of the American Tobacco Co.'s KEL or E light. 

We wish to caution you especiafly to avoid any tobaccos that are heavy and 
red, as we absolutely can not use them, but they must b^ thin, of good character, 
and just as much color as you possibly can get in them. In other words, we 
Avant to use these tobaccos as a substitute for cutters, and if they contain any 
fleshy or heavy red tobaccos, they will be absolutely useless for our purposes, 
and I know of no better way to describe them than to tell you to adhere closely 
to the bright side only of the American Tobacco Co.'s grade of KEL. 

These tobaccos necessarily must be of good character and off of good crops, 
and it is not a question of your doing the best you can on this grade, but we 
want them up to the grade, or let them alone. 

You will please take a price ranging anywhere from $55 to $75, making an 
average around $70. 

It is not necessary that these tobaccos be unusually long, while, of course, we 
like length, we can take in some shorter tobacco, I do not mean the little short 
tips. 

Please give this your very careful attention, mark these tobaccos BX. 

Please make separate daily report on your purchases of BX grade. 
Very truly, yours, 

Geo. R. Paekeb, 

P. S. — Take these tobaccos as freely as your market will permit, keeping up 
the grade. 

The immediate eflfect of the American Tobacco Co. holding off the 
market at this time may be seen in the letter set forth below irom the 
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buyer of one of the largest manufacturing concerns to his superior 

officer : 

Decembee 17, 1919. 
Mr. A. H. Shinkle 

(Care P. LoriUard Co.), 

Louisville, Ky, 

Deab Sib : Mr. Graves, of the American Tobacco Co., visited our market yes- 
terday and had their buyer discontinue buying the American grades E, El, and 
A. And these grades of tobacco are very much cheaper. At the same time 
they seem to go a little stronger on the colory smoking grades. I followed our 
market very close to-day and I believe that I can pick up 8 or 10 per cent of 
our grades at the following prices: 

CL, 68 cents. M, 50 cents. ML, 60 cents. M-2, 35 cents. O, 32 cents. 
OL, 45 cents* P, 25 cents. H, 20 cents. HH, 16 cents. 

Our smoking grades are fully as high as when I wrote you last. If you would 
consider entering the market here at these prices, you can wire me, as I have 
a copy of this letter. 

Our sales are very heavy and will be until we close down for the holidays. I 
will write you further the last of the week. 

With best wishes, I am 

Yours, very truly, Clym: B. Austin, 

President. 
Average to-day, 44.06. 

To illustrate the fact that competition between the J. P. Taylor Co. 
and the American Tobacco Co. on the grade being bought by the Tay- 
lor Co. for the American was eliminated, the following letter from 
the Louisville manager of the American Tobacco Co. to the I^exing- 
ton manager of the J. P. Taylor Co., dated December 24, 1919, is set 
forth below : 

Mr. George R. Parker 

(Care J. P. Taylor Co.), 

Lexingtofij Ky. 

Dear Sir : I am in receipt of your letter of December 22, in reference to the 
BX grade on the Weston, Mo., marketi I am a little surprised that your man 
can not buy this grade on the Weston market. We have instructed our buyer 
there to discontinue buying same, which he has done, but formerly has been 
buying a very nice line of this grade at prices somewhat lower than the Ken- 
tucky markets. 

We, of course, do not want to go over 70 cents average for this tobacco, but 
wish to buy same freely when you can get it fully up to the grade at this 
price. 

I will be in Lexington the early part of next week, and would like to see you 
while there. 

Very truly, yours, 

, The J. P. Taylor Co. was required to furnish the American Tobacco 
Co. with weekly statements covering the purchases of leaf tobacco for 
the American Tobacco Co. This can be seen from the following letter 
from the Louisville leaf department, dated December 26, 1919 : 

Mr. George R. Parker 

(Care of J. P. Taylor Co.), 

Lexington^ Ky. 

Dear Sir: Up to the present time we have not received statement from you 
covering purchases of BX grade. 

Please prepare a statement showing your purchases of this grade up to the 
present time and forward same to our office. 

We would also suggest that you furnish a similar statement each week. 
Very respectfully, 

Louisville Leaf Department The American Tobacco Co., 
By , Cashier. 

73909—21—5 
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The following letter is a reply to the above letter and shows that 

the J. P. Taylor Co. complied with the request of the Louisville leaf 

department of the American Tobacco Co. : 

Lexington, Ky., December 27, 1919. 

Louisville Leaf Department The American Tobacco Co., 

Louisville J Ky, 
(Attention Mr. Alex Knapp.) 

Gentlemen : Replying to your letter of the 26th Instant, we beg to state that 
our total purchases of BX grade to date taken from our daily reports amount to 
368,000 pounds at an average of $69.67. 

The above is the actual floor average and does not include freight into drying 
points, neither does it include commission paid to buying points. This average 
is a little higher than we had hoped for and we have every reason to believe that 
we will be able to pull this average dow^n. Several points had exceeded the 
prices given them and we have called their attention to this and we have every 
reason to believe that we can bring the average down to some extent. 

We will be very glad, indeed, to report to you at the end of each week as 
requested. 

Yours, truly, J. P. Taylob Co. 

Geo. R. Parker. 

The American Tobacco Co. then continued buying the balance of 
its grades on all markets until December 19, 1919, when the markets 
closed until after Christmas. On December 20, 1919, the following 
letter was sent to at ieast one buyer of the American Tobacco Co. : 

December 20, 1919. 
Mr. D. B. Strange, Glasgow, Ky. 

Dear Sir : Until further advised please discontinue the purchase of any hurley. 
We presume that your market is closed until after the holidays, but be certain 
not to buy any hurley should they have an extra sale. 
Very respectfully. 

Green Am. Leaf Dept. 
The a. T. Oo. 
Per B. R. Miller. 

On December 27, 1919, the following instructions were sent to the 
buyers of the American Tobacco Co. : 

December 27, 1919. 
Mr. D. B. Strange, Glasgow, Ky. 

Dear Sir : On account of the holidays and for other reasons we have instruc- 
tions to discontinue buying tobacco of all grades until Monday, January 5. 

Please attend your market daily, making daily reports, showing the principal 
buyers, the amount sold, and as near as possible w^hat our various grades are 
bringing. 

You will please discontinue for the season the buying of grade KEL. 
In buying grade WF we would like to buy at least two-thirds of our require- 
ments of the short side, grading same WFF. 

It is possible that we may go on the market earlier than date mentioned, but 
until so advised do not buy any tobacco. 
Yours, very truly, 

Green River Leaf Dept. 
The a. T. Co. 
Per B. R. Miller. 

The holding-ofF the market of the American Tobacco Co. during 

the Christmas holidays had the effect of lowering the price. This 

was soon recognized by other buyers, as will be seen in the third and 

fourth paragraphs of the letter set forth below, the same being from 

the local representative of the J. P. Taylor Co. to his superior officer: 

Lexington, Ky., December 20, 1919. 
Mr. Jas. I. Miller, 

Vice President J. P. Taylor Co., Richmond, Va. 

Dear Mr. Miller: Since writing you this morning in reference to the Massie 
U4. I have been in conversation with Mr. Massie on the phone, and he stated 
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that these two cars he knew were red with the exception of one or two hogs- 
heads. 

Mr. Massie says that the trashes and lugs off of these tobaccos will show 
right much color, whereas our information from Mr. Gorman was to the effect 
that the first two carloads would be an average line of the tobacco. 

I have learned from a number of points this morning that the American 
Tobacco Co. have dropped out of the market entirely ; I do not know whether 
th's covers the whole territory or not. They, of course, have not taken us off 
of BX, and their getting off the market will help us ; and we are buying BX 
just as freely as possible and so far have done very well, indeed, and I am much 
pleased with all the purchases we have made for this grade. 

Mr. Lipscomb was here yesterday and looked at a good many of our purchases 
and said their own men could not have done any better. 

Unless there is an unforeseen check I look for the crop to be marketed very 
rapidly. At Danville, for instance, where they expect to sell between 5,500,000 
and 6,000,000, they have already sold 2,500,000 pounds, and some of the other 
markets in proportion. 
Yours, very truly, 

George R. Pabker. 

It will be noted that while the American Tobacco Co. held off the 
markets on all the grades then being bought by its organization, it 
did not . hold off on the grade being bought " under cover " by the 
J. P. Taylor Co. The purpose of the American Tobacco Co. in hold- 
ing off the loose-leaf markets as indicated above may be deduced from 
the language of the first and third paragraphs of the following letter 
from the manager of the American Tobacco Co. to the vice president 
of that concern, dated December 30, 1919 : 

Lexington Leaf Department, 

Lexington, Ky., December 30, 1919^ 
Mr. J. H. Mahleb, 

Vice President the American Tobacco Co., New York City, 

Dear Sib: The sales have been heavy on the hurley markets on yesterday 
and to-day, and while prices started off easier yesterday and this morning, Rey- 
nolds has come on strong this afternoon, taking the bulk of the best tobacco 
at practically the same prices these tobaccos were bringing before the holidays. 

The Taylor Co., Edmunds & Co., and Liggett & Myers also are buying a good 
per cent of the colo^, and there is now very little difference in prices. There 
is a decided falling off in the quality, a very much smaller per cent of fine, 
bright tobaccos are showing up. 

I do not believe we are going to be able to buy our tobaccos any cheaper when 
we go back on, although I will do everything in my power to reduce our 
averages. 

I will write you again the latter part of the week the condition of the market. 
Yours, very truly, 

J. W. Lipscomb, Jr. 

When the American Tobacco Co. began buying on the loose-leaf 
floors again on January 5, it proceeded very cautiously and conserva- 
tively. The letter of instructions set forth below was sent to the 
American Tobacco Co.'s buyers at practically all the markets on 
January 1, 1920 : 

Louisville Ky., January 1, 1920. 

Deab Sib: This is to advise that you may reenter the market on Monday, 
January 5, and begin buying the grades that you were buying when your market 
closed for the holidays. 

We think that you should reduce all of your averages very materially, and 
want you to begin at first very conservatively with this end in view, and under 

no conditions do we want you to buy over per cent of your offerings, 

keeping your grades up to the standard at all times. 

Should your prices decline we will expect you to reduce your averages, but 
do not buy any larger percentage. After tiding your market out the first day, if 
you find that your competitors will not let you have your required percentage, 
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you will have to meet the market and get your percentage, even if you have to 
pay the same average as you were using before the holidays. 

Please do not confine your purchases to a few grades, but buy about an equal 
percentage of the color grades, and buy very conservatively of the KL> KM, 
and MM, as these grades should be much lower, as there is a great deal of this 
tobacco in the crop. 

Very truly, yours. 

On January 5, 1920, the J. P. Taylor Co. began to purchase all 
grades of the jP. Lorillard Co. on most of the loose-leaf floor markets 
in the hurley section under instructions as to prices and percentage 
of crop to be bought. Full details of the transactions carried on by 
the J. P. Taylor Co. for the P. Lorillard Co. will be given later in 
this section. (See p. 79.) The fact that the J. P. Taylor Co. was 
buying for the P. Lorillard Co., one of the large competitors of the 
American Tobacco Co., is pointed out at this time, so that the activi- 
ties of the J. P. Taylor Co. from now on can be better appreciated. 

The American Tobacco Co. watched very closely the buying of its 
grade by the J. P. Taylor Co., as can be seen from the criticism con- 
tained in the following letter from the Louisville leaf departmeilt 
of the American Tobacco Co. to the local representative of the J. P. 
Taylor Co., Lexington, Ky., dated January 5, 1920: 

Louisville, Ky., January 5, 1920. 
Mr. George R. Parker, 

J. P. Taylor Co., Lexington, Ky. 

Dear Sir: I am in receipt of your letter of January 3, and glad to note that 
you are getting some nice BX on the different markets. I have no criticism 
whatever to make of your buying, except to say that I saw the sale at Lex- 
ington on Friday on which Mr. Satterfield was buying. I think Mr. Danell 
will agree with me that Mr. Satterfield was entirely off the grade. 

I examined every pile that he had in the Fayette house and fully half of his 
purchases was nothing but heavy chewing tobacco without any show of color 
whatever. In fact, some piles would not grade above our KK. I am sure, 
however, that you will get Mr. Satterfield straightened out, and that you will 
have no further trouble from him. 

Please do not advance your averages on this grade until further advised. 

I will be in Lexington on Thursday of this week and hope to have the 
pleasure of seeing you while there. 
Very truly, yours. 

On January 6, 1920, the American Tobacco Co. further retrenched 
in its buying policy, when it instructed three of its buyers by tele- 
graph to discontinue the purchase of four of its principal filler 
grades, and on the same day instructed 10 of its buyers by telegraph 
to discontinue the four filler grades and one cutter or smoking grade, 
and on the same day sent instructions by telegraph to 15 of its buyers 
to discontinue three of its filler grades. 

Again, on January 10, 1920, the following letter was sent by the 
Louisville leaf department of the American Tobacco Co. to the 
Green River leaf department of the American Tobacco Co. at Owens- 

boro, Ky. : 

Louisville, Ky., January 10, 1920, 

Mr. B. R. Miller, OwensJ)oro, Ky. 

Deab Sir: Upon receipt of this letter you will please discontinue the pur- 
chase of all grades of hurley tobacco on all of the markets under your super- 
vision. , ^ , 

It will he in order for you to have any remnant hogsheads completed and 

ship same in as early as possible. 
Very truly, yours. 
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This letter of instructions covered those markets which sold both 
Green River and one sucker tobacco as well as the burley tobacco. 
As a result, the American Tobacco Co.'s purchases of burley to- 
bacco* thereafter were confined to those markets which sold burley 
tobacco exclusively. On the same date the following letter was 
sent to two of the American Tobacco Co.'s commission buyers, one 
on the hogshead market, and one on the loose-leaf market, the latter 
being an outlying market : 

Louisville, Ky., January 10, 1920. 

Deab Sib: We regret to advise that we have dec'.ded to discontinue the pur- 
chase of all grades of tobaccos on the markets on which you are buying. 
^ You will, therefore, kindly fill out your remnants and ship same in as early as 
possible. 

Very truly, yours. 

On the same date the following letter was sent an American To- 
bacco Oo.'s representative in the Weston, Mo., market : 

Louisville, Ky., Ja/nuary 10, 1920, 
Mr. J. A. Thwaites, Weston^ Mo. 

Dear Sib : We regret to advise that we have decided to discontinue the pur- 
chase of all grades of tobaccos on your market. It will therefore be in order 
for you to fill out your remnants, ship same in as early as possible, and dis- 
continue buying for our account 
Very truly, yours, 

The balance of the markets were restricted in their purchases, 
both as to price to be paid and percentage to buy. The following is 
a sample letter of instructions sent out : 

m 

LouisvnxE, Ky., January 10, 1920. 

Deak Sib: Upon receipt of this letter it will be in order for you to buy one- 
third of the foUowing grades offered on your market, letting your per cent 
run what it will. Of course, your per cent will vary according to the quality 
of your offerings, but we do not want you to buy under any conditions over 
one-third of the color. 

In observing these instructions your per cent will necessarily be very small ; 
in fact, we do not care how little you buy. 

KR. KS. KT. KU. KW. 

Please do all you can to pull your average down, but keep your grades up to 
standard, but do not try to get them too good. We want you to buy more freely 
of KW and KU, but please avoid any burnt tobacco in these grades and get 
them with good color. 

Do not bid over 98 cents on any pile of KR. Buy sparingly of this grade, and 
confine your purchases mainly from KS down. 

We also want you to buy KG conservatively from 25 cents to 35 cents, letting 
your average on same run what it will. We think you can make an average 
around 30 cents on this grade. You may buy for this grade a thin cherrj^ red 
leaf similar to our old KO grade. We, of course, do not care how bright you buy 
this grade, provided you get it at the price. The KO that you will buy from 
now on will be used for a different purpose and will not require as much color 
as the grade that you will discontinue buying, but we want you to be very 
careful and not get any heavy fillei*j^ tobacco in the grade. 

If you are buying any other grades other than those given above please dis- 
continue the purchase of the same at once. 
Verj^ truly, yours. 

The ecect of the action of the American Tobacco Co., taken as out- 
lined above, withdrawing from certain markets and curtailing pur- 
cliases on others, is seen in the following letter from the buyer of a 
competing manufacturer on one of the markets upon which both bur- 
ley and other types of tobacco named above were sold : 
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Glasgow, Ky., January 16, 1920, 
Mr. A. H. Shinkle, Louisville, Ky. 

Dear Sib : The inclosed report shows quite a decline in prices since last week, 
due partly from A. T. Co. not buying any hurley since Monday at 2 p. m. 

Bright trashes that formerly brought from 60 to 75 or 80 cents were selling 
this week around 50 cents. Common black-faced tobacco that has been selling 
around 12 cents brought this week from 7 to 10 cents. 

No change in prices of clear red or bright leaf, and as a result I am buying 
very little. 

Yours, truly, 

D. C. Bettison. 

In the early part of January, 1920, officials of the American 
Tpbacco Co. began to consider the policy of placing an order with 
the J. P. Taylor Co. to purchase the bright burley tobacco used in 
the manufacture of its best grades of cigarettes. At that time the 
J. P. Taylor Co. had purchased more than 1,000,000 pounds of the 
single grade which it was purchasing on order for the American 
Tobacco Co. The letters set forth below between officials of the 
American Tobacco Co. outline the policy of the American Tobacco 
Co. at this time with regard to purchases of this type of tobacco : 

January 13, 1920. 
Mr. .7. E. Lipscomb, 

LouisriUe Leaf Department, Louisville, Ky. 

Dear Sir: I am in receipt of weekly statement of J. P. Taylor Co., showing 
that they have bought 1,195,980 pounds BX grade. 

In regard to suggestion you made to let these people buy bright tobacco, I 
have thought over the matter and believe it is wise to let them do so. Under 
the circumstances I think we should let them continue to pick up slowly an- 
other 1,000,000 pounds of p light, and in the meantime give them what bright 
grades you want on certain markets. I will leave this matter entirely for you 
to handle with Mr. Parker with the only suggestion that you advise him to 
handle it in such a manner that all of our men Avill not know. Would thank 
you to advise me what you do in the premises. 

In reference to grade GL, of which our requirements are about 750,000, I 
think it is all right to buy this grade on the loose floors in preference to buying 
same from dealers, but I would take it very slow and wait very late to buy it. 
I have talked to all of the big buyers of fired tobacco and practically none of 
them are on the market to speak of, and are waiting for much lower prices. 
There is very little export demand for this tobacco, and furthermore very little 
could be exported just at this time, and for the small quant'ty we want, I think 
we can take a chance and wait until nearer the end of the season and get it 
very much cheaper than if we tried to buy it now. I will leave this matter 
entirely to you. 

I saw a memorandum of the redried stock the Taylor Co. put up out of this 
crop and my recollect'on of their old marks, no doubt, you can take over quite 
a quantity of this tobacco. Would like you to advise me what you can take. 
Very truly, yours, 



Vice President. 

Attention is directed to that portion of the second paragraph of the 
above letter which gives instructions on the purchases of bright 
grades by the J. P. Taylor Co. : 

I will leave this matter entirely for you to handle with Mr. Parker, with the 
only suggestion that you advise him to handle it in such a manner that all 
of our men will not know. Would thank you to advise me what you do in 
the premises. 

The third paragraph of the above letter relates to the American 
Tobacco Co.'s purchases of dark tobacco, which will be discussed 
in another part of this section. It should be noted here, however, 
that the American Tobacco Co. pursued the same policy of " holding 
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off" in its purchases of dark tobacco, which can be seen from the 
following quotations from the above letter : 

I have talked to all of the buyers of fired tobacco, and practically none of 
them are on the market to speak of, and are waiting for much lower prices. 
There is very little export demand for this tobacco, and, furthermore, very 
little could be exported just at this time; and for the small quantity we want 
I think we can take a chance and wait until near the end of the season and 
get it very much cheaper than if we tried to buy it now. 

The reply to the manager of the Kentucky leaf department of the 
American Tobacco Co. to the above letter is as follows: 

Louisville Leaf Depabtment, 

Louisville, Ky., January 19, 1920, 
Mr. J. H. Mahler, 

Vice President the American Tobacco Co., 

New York, N. Y, 

Deab Sir : Replying to your letter of January 13, will say that I will arrange 
with the J. P. Taylor Co. to buy KS, KT, and KU on several of the markets. 

In reference to our conversation over the phone this morning, will say that 
I think that it is best to continue buying KEL through the J. P. Taylor Co. 
on all of the good markets, as we have been doing in the pasf, as this is by 
far the cheapest grade of tobacco that we are buying and can be substituted for 
either KU or KT in KLS. 

We will, of course, reduce our quantity of KU and KT proportionately to 
what we buy of KEL. 

In reference to the GL grade, three-quarters of a million of which we will 
have to buy, I agree with you that we should wait until later to begin buying 
this tobacco. I have taken the matter up with Mr. Miller, and we have decided 
to wait several weeks before we begin buying same. 

There has been sold in the hurley district about 120,000,000 pounds, which 
is generally estimated to be one-half of the crop. Color is fast disappearing. 

We are buying about 8 per cent under our present instructions, but will not 
be able to do this much longer, as I look for the quality and color to deteriorate 
very rapidly. 

I am glad to know that you will be here next Tuesday, and I will arrange 
for us to go around to a good many of the markets in order that you may 
see the general character of the crops. 
Very truly, yours, 

J. E. Lipscomb, Jr. 

On or about January 10, 1920, the American Tobacco Co. placed 
an order with the J. M. Edmunds Co., branch of the International 
Planters' Corporation, described in the foregoing section, to purchase 
on various markets 3,000,000 pounds of tobacco covered by two 

frades, to be used in the manufacture of plug and chewing tobacco, 
'hese two grades were the grades discontinued by the buyers of the 
American Tobacco Co. on January 10, 1920. 

On January 22, 1920, officials of the American Tobacco Co. decided 
to curtail their purchases of the various grades of burley leaf tobacco 
about 6,000,000 pounds. On January 24, 1920, instructions were sent 
out to all buyers of the American Tobacco Co. to discontinue the 
purchase of practically all filler grades. Some buyers were allowed 
to continue buying two grades, one cutter grade and the other a 
filler grade. A sample of instructions sent out on this date by the 
American Tobacco Co. to its buyers is set forth below : 

Louisville, Ky., Janu/iry 2Jt, 1920. 

Dear Sir : Upon receipt of this letter you will please discontinue the purchase 
of all grades except those given below, and do not exceed the following averages. 
If you can not buy the grades fully up to standard in every respect at these 
prices, you will please let your competitors have same. 

We want you to get your grades with as much color as possible, and do not 
under any condition buy the heavy, brown side of the grade, as we have no use 
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Ifor same. It will be in order for you to buy the grades given freely, at the 
averages, provided you can get same up to standard. 

KU, 68 cents ; KO, 32 cents ; and buy your KW from 35 to 55 cents ; also your 
WK from 25 to 35 cents. Please be very careful in the purchase of these two 
grades and see that you do not get any burnt tobacco in same. We will have to 
use your KW as a reducer for cigarette strips, and it must be thin and bright. 

Please also be very careful in the purchase of KO, and do not buy any to- 
bacco in this grade bordering on KL and KIK, and buy same on a thin, clear, 
side with as much color as you can get. 

• It will be in order for you to fill out the remnants of any grades that you 
have discontinued buying and ship same in as early as possible. 
Very truly, yours, 

Instructions were also sent by the Louisville leaf department of the 
American Tobacco Co. to the J. P. Taylor Co. to discontinue buying 
the grades it was then buying for the American Tobacco Co. 

Louisville Leaf Department, 
Louisville, Ky., January 2^, 1920, 
Mr. George E. Parker 

(Care of J. P. Taylor), 

Lexington, Ky. 

Dear Sir : I am just in receipt of a letter from Mr. J. H. Mahler advising us 
of changes that he wishes us to make in our buying, and I regret to advise that 
we will have to ask you again to discontinue buying all grades of tobacco for 
our account. 
This, of course, includes BX, XA, XI, X2, which we gave you a few days ago 
Please wire all of your buyers upon receipt of this letter and have them dis- 
continue buying all grades at once. 
Very truly, yours. 

A telegram was also sent on the same date to J. P. Taylor Co. in- 
structing them to discontinue purchase of American grade. It would 
appear from the above letter that J. P. Taylor Co. on January 24, 
1920, was purchasing three additional grades for the American 
Tobacco Co. 

On January 27, 1920, the manager of the Louisville leaf depart- 
ment of the American Tobacco Co. submitted a statement to his 
superior officer in New York City showing the total purchases of the 
various grades of tobacco for and by the American Tobacco Co. leaf 
department. This statement indicates that the J. P. Taylor Co. had 
purchased 2.209,000 pounds of tobacco on order for the American 
Tobacco Co., covering four grades, and that the J. M. Edmunds Co. 
had purchased 975,000 pounds of tobacco on order for the American 
Tobacco Co., covering two grades. From this statement it appears 
that the American Tobacco Co. had purchased about two-thirds of 
its requirements on this date. In the letter accompanying this state- 
ment, copy of which is set forth below, it is noted that the local 
manager of the Louisville leaf department of the American Tobacco 
Co. suggests that the balance of the burley leaf tobacco required be 
bought through the American Tobacco Co. leaf department's own 
buying organization. Special attention is directed to the fourth and 
fifth paragraphs of his letter: 

Louisville Leaf Depabtment, American Tobacco Co., 

Louisville, Ky., January 27, 1920. 
Mr. J. H. Mahler, 

Vice President American Tobacco Co., New York, N. Y. 

Dear Sir: I am inclosing herewith a complete statement of all tobaccos 
bought to date, including our warehouse floor purchases, tobacoos bought from 
dealers, and tobaccos bought through dealers on order, leaving a n6t total of 
10,142,000 pounds to complete our requirements in the present crop. 
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: You will note that we have overbought against our last requirements on 
KEL and KT. Th s tobacco can be substituted for KS and KU. 

The column marked " remainder to be bought as to grades " shows the net 
amount of each grade which we will buy in order to complete our requirements. 
I will continue to buy KO in connection with KW, but will not exceed the total 
amount of the two grades combined. The KO that we are getting Is especially 
good and is the cheapest grade that we are buying and can be used for Tuxedo. 

I estimate that the remainder of the tobaccos which we will have to buy 
will cost $3,500,000 or less. Don't you think it would be advisable to stop 
buying all grades through dealers and buy this tobacco ourselves? If this 
meets with your approval, I would be glad if you would wire me in care of the 
Lexington Leaf Department upon receipt of this letter. 

I have had the J. P. Taylor Co. discontinue buy'ng all grades, but the J. M. 
Edmunds Co. are still buying KL and KM. I think that we can save money 
by buying these two grades with our own buyers. Kindly advise. 
Very truly, yours, 

J. E. Lipscomb, Jr. 

On January 29, 1920, a telegram was sent by the manager of the 
Louisville leaf department of the American Tobacco Co. to his 
superior officer in New York City, requesting that he be -allowed to 
buy the filler tobacco being bought by the J. M. Edmunds organiza- 
tion. The reply of the New York official of the American Tobacco 
Co., on January 30, 1920, is set forth below : 

January 30, 1920. 
Mr. J. E. Lipscomb, Jr., 

Louisville Leaf Department^ Eighth and 

Breckenridge Streets, Louisville, Ky.: 

Thought you fully understood that Taylor was to buy amount originally 
arranged. There must be no change in thi& plan, so please put them back on 
market at once. Govern your own buying so as to remain on few principal 
markets in small way. Let Tuck continue on filler until further advised. 

J. H. Mahleb. 
Charge leaf department. 

It ^ill be noted from this telegram that the Taylor Co. was to be 
placed back on the market, and that the Tuck or Edmunds Co. 
was to continue its purchases, and that authority was not given to 
the manager of the Louisville leaf department of the American 
Tobacco Co. to purchase the grades being purchased by the J. P. 
Taylor Co. and the J. M. Edmunds Co. A letter was written con- . 
firming the above telegram. It is set forth below : 

January 30, 1920. 
Mr. J. E, Lipscomb, 

Louisville Leaf Department, Loui-'iviUe, Ky. 
Dear Sir: Upon receipt of your letter of the 27th I immediately wired you 
as per confirmation inclosed. 

I was quite surprised to see that you had taken J. P. Taylor Co. off the 
market, as I thouglit after going into the matter so thoroughly with you and 
giving you a great many details of the money s'tuation here, that you under- 
stood this matter fully, and was in full sympathy with it. We want to have 
Taylor purchase the full amount as agreed upon, and Tuck to buy the KL and 
KM. If we desire to change this policy, you will be kept fully advised. 

This will necessitate you buying only in a small way, and will leave that 
matter entirely to you as to any arrangements on the markets that you wish 
to make. 

Yours, very truly, , 

Vice President. 

In replying to the above letter, the manager of the Louisville leaf 
department again reiterated his desire to buy the rest of the require- 
ments of the filler grades being bought by the J. M. Edmunds Co., 
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insisting that he could buy that tobacco cheaper than the Edmunds 
Co. could. This letter is set forth below : 

Louisville, Ky., January SI, 1920, 
Mr. J. H. Mahleb, 

The American Tobacco Co,, New York, N. Y. 

Deab Snt : I am in receipt of your wire of January 30 ; also your letter and 
statements of January 27, which I have carefully noted. 

In reply to same will say that I thought as our requirements had been so 
greatly reduced that you would prefer our buying the rest of our requirements 
with our own organization rather than have outsiders buy same. Therefore, I 
had J. P. Taylor Co. discontinue buying. I am, however, advising Mr. Parker 
to-day to reenter the market on KS, KT, KU, and KEL, the total amount of 
which we will have to buy through them will be approximately 3,300,000 pounds 
more in order to complete our original plan. This will leave us only KB, KG, 
and KW to buy, which we will buy very conservatively on a few markets. 

We will have to buy about 900,000 pounds KE and a very little more of KO 
and KW. I think, however, that we should buy KW and KO, even if we have 
to deduct this from the total amount to be bought by J. P. Taylor as these two 
grades are the only reducing grades that we have, while both grades are ex- 
ceptionally good. 

J. M. Edmunds Co. have bought to date approximately 2,000,000 pounds of 
KM and KL against requirements of 6,250,000 pounds. They are buying this 
tobacco very irregularly, missing a great many of the cheaper pUes that we 
could use, and some days they are off of the market entirely on account of 
being blocked. I am satisfied that we could buy this tobacco to a much better 
advantage and cheaper than they are buying it. Would be glad if you would 
let us buy the rest of our requirements in these two grades. 

In reference to the southern Kentucky tobacco, I have had a talk with Mr. 
B. R. Miller this morning over the phone and advised him to enter the market 
next week for the 200,000 pounds of CC, and 750,000 pounds of GL, and to buy 
conservatively of the grades for the Nashville branch. 

The brakes in the hurley district are very much commoner this week and all 
colory grades except the fancy piles were higher the latter part of the week 
than they were the first part of the week. 

R. J. Reynolds is buying fully 50 per cent of the offerings from the com- 
monest up. , 

They are buying so much tobacco on some of the small markets that the 
markets have had to close in order for the Reynolds Co. to remove their tobacco 
from the w^arehouse floor to make room for sales. 

It is estimated now that about 100,000,000 pounds of the hurley crop will be 
sold. 

Very truly, yours, J. E. Lipscomb, Jr. 

On that day, January 31, 1920, however, the manaffer of the Louis- 
ville leaf department of the American Tobacco Co. instructed a 
number of commission markets to discontinue the purchase of all 
grades of tobacco. A sample of this letter of instructions is set 
forth below : 

LouisviLi/E, Ky., January 31, 1920. 

Dear Sib: Upon receipt of this letter you will please discontinue the pur- 
chase of all grades of tobacco. Fill out and ship in your remnants as early as 
possible, as we will not buy any more tobacco or your market this season. 
Very truly, yours. 

The following letters were sent to some of the larger markets : 

Louisville, Ky., January 31, 1920, 

Dear Sir: Upon receipt of this letter you will please discontinue the pur- 
chase of all grades of tobacco except KE, which you may begin buying at an 
average not to exceed 40 cents. 

In buying this tobacco please avoid any green or black-faced tobacco as want 
only a clear, red filler in this grade. 

Please pack up and ship in at once all of the other grades that you have 
been buying, as yre will not buy any of these grades on your market again 
this season. 

Very truly, yours. 
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Louisville, Ky., Jnnuary SI, 1920. 

Dear Sib: Upon receipt of this letter you will please discontinue the pur- 
chase of all grades of tobacco except KE, KW, and WX. You may buy KE at 
an average not to exceed 40 cents. Please avoid any green or black-faced 
tobacco in this grade, as we want only a clear, red filler. 

Please buy conservatively of these grades and see that your KW and WX are 
thin ^nd colory. 

Very truly, yours, 



The effect of the holding off the market by the American Tobacco 
Co. on the numerous grades during the month of January was soon 
felt by competitors, as can be seen in the language of the following 
paragraph taken from a letter from a buyer of one of the large 
manufacturers to his superior on January 30, 1920 : 

The American Tobacco Co. have discontinued buying the better cigarette 
cutters, and the ones that were bringing from 90 cents to $1 are selling on our 
market now from 76 to 80 cents. If you would be interested in any of these 
types for your B 1, 2, and 3, I will send you some type samples. Liggett & 
Myers are still very strong on the filler grades, and Reynolds are buying prac- 
tically all of the good colory grades. Our market, has sold up to date about 
4^750,000 pounds, and we expect to sell about 3,000,000 more. 
Yours, truly, 



On February 2, 1920, the manager of the Louisville leaf depart- 
ment of the American Tobacco Co. instructed his buyers on three of 
the principal loose-leaf markets to discontinue buying two grades. 

On the same date the vice president of the American Tobacco Co., 
in charge of the purchase of leaf tobacco, addressed a letter to the 
manager of the Louisville leaf department in reply to the latter's 
letter of January 31, set forth above. In this letter instructions were 
given to the Louisville leaf department to substitute a cheaper grade 
for the grade which was being bought by the J. P. Taylor Co. and 
which at that time was being bought by the American Tobacco Co.'s 
buying organization, so that only two regular grades from that time 
on were being bought by the American Tobacco Co. direct. Instruc- 
tions were also given to discontinue buying tobacco in the Louisville 
market " with the exception of now and then a hogshead just for 
appearance sake." A further reduction was also made in the price 
limit placed on the tobacco to be purchased by the Taylor and Ed- 
munds organization. This letter, which is set forth below, clearly 
indicates the position the American Tobacco Co. assumed with regard 
to the tobacco market in Kentucky : 

February 2, 1920. 

Mr. J. E. Lipscomb. 

Louisville, Ky. 

Dear Sir: I have yours of the 31st and note you have put Taylor on the mar- 
ket again for KS, KT, KU, and KEL, and you would buy KB, KG, and KW. 

I do not think we should buy any more KEL and would give Taylor " E " in- 
stead. 

As to the prices for these grades, I th'nk they should be limited and be gov- 
erned by the quantity of tobacco yet to be sold and who will buj^ it. I noticed 
this morning from reports of the 28, 29, and 30 that the averages on O ran 
from 17i to 34 cents, U from 57 to 77 cents, and W from 28 to 44 cents. In 
my opinion, you will never buy any cheap tobacco this way or able to bear 
the prices, and when you have to get off the market our competitors will buy 
cheaper tobacco than we do. You say there is yet 100,000,000 pounds to sell, 
and I know before the crop is over some people will be very tired of buying 
tobacco. My suggestion to you is to either withdraw some of your buyers 
from* certain undesii-able markets or give then a low price. Furthermore, I 
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think we should give every buyer, as well as the Taylor crowd, at this time 
an average on every grade instead of a range. I would suggest prices along 
the following lines : S, 90 cents ; T, 80 cents ; U, 60 cents ; W, 37^ cents ; B, 40 
cents; O, 25 cents. 

Even. if you do not buy a great quantity of tobacco to start off with at these 
averages, you can more easily see by going a little slower what your competitor 
is doing. The idea I am trying to convince you of is to go slower than you 
have been going and taking the matter of buying In an easy way. We have 
never yet had to close a factory for the lack of tobacco, and I do not fear that 
we will have to do so this year, even if we do not buy the last requirements. 

I would also suggest that you practically discontinue on the Louisville market, 
with the exceptiy)n of now and then a hogshead just for appearance sake. 

I would also suggest that you discuss with Mr. Parker the prices as given 
above for the grades you are going to let him buy and get closer together on 
this proposition. 

As regards the fillers Edmunds is buying, I do not wish to make any change 
just at this time. * Mr. Edmunds is, I understand, in the West this week, and 
you could take up the matter with him of their missing cheap tobaccos. I note 
that you say that we could buy this tobacco cheaper than they are buying it. 
When I was in Louisville last you said they could buy it cheaper than we could. 
This matter should be thrashed out by you with the Edmunds crowd, as they 
should buy tobacco like you want it and at the price you want it. 

In regard to CC and GL tobacco which you advised Mr. Miller to begin 
buying, would thank you to advise me on what markets and who will buy this 
tobacco. It Is my intention to go West about the 10th of January; will advise 
you definitely later. 

Yours, very truly, 

Vice President. 

On the same date, February 2, 1920, the manager of the Louisville 
leaf department of the American Tobacco Co. addressed a letter 
to the manager of the J. P. Taylor Co., Lexington, Ky., revising his 
figures for the grades to be purchased by the J. P. Taylor organiza- 
tion, and also placing a price limit upon these grades. It appears 
from this letter that the J. P. Taylor Co. was to purchase from that 
time on more than 2,000,000 pounds of tobacco for the American 
Tobacco Co., this tobacco for the most part being the kind which is 
used in the manufacture of cigarettes and smoking tobacco. Letter 
is as follows: 

Louisville, Ky., February 2, 1920. 
Mr. Geo. R. Parker, 

J. P. Taylor Co., Lexington^ Ky. 
Dear Sir : Confirming the phone message which I had with you pn Saturday 
relative to buying several grades of tobacco for us, will say that after going 
over our figures we have revised this list to some extent. We now wish you 
to buy, on a basis of the following amounts, the grades given below : 

Pounds. 

XA or our KS 840,000 

XI or our KT - 871,000 

X2 or our KU 770,000 

BX or our KEL 700,000 

Please do not take into consideration anything that you have already bought, 
but buy on a basis of these amounts, beginning with to-day (Monday's pur- 
chases ) . You will have to buy this tobacco pretty freely from now on in order 
to get these amounts, and I would suggest that you use, say from 85 to 99 on 
XA, 75 to 89 on XI, 60 to 79 on X2, 50 to 79 on BX, letting the average run 
what they will. I do not think that you should exceed 70 cents average on 
BX, 95 cents on XA, 85 cents on XI, or 70 cents on X2. We have not exceeded 
these averages at any time this season and our general averages on these grades 
are much below these figures. 

You will understand that what we want in all of these grades is a bright, 
thin cigarette tobacco with as high color as you can possibly get. 
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These instructions are subject to change at any time, but I hope that we 
ivill not have to make any more changes throughout the rt^st of this crop. 

I would suggest that you buy this tobacco only on the bright markets and 
with your best buyers, as I am afraid you will get some of this tobacco too 
heavy if bought on all of the markets. Please do not buy more than the total 
number of pounds shown for each grade in any instance. 
Very truly, yours. 



The immediate effect of the withdrawal of the American Tobacco 
Co.'s buyers on a number of grades of light-colored burley tobacco 
was soon recognized by buyers for other manufacturers. The fol- 
lowing quotations, taken from a letter dated February 3, 1920, from 
such a buyer to his superior officer is worthy of notice in this respect : 

The A. T. Co. are practically off of the market, and Reynolds are not near as 
strong as they have been. Our market is selling fully as good quality of to- 
bacco as at any time during the season, and our average is going below -40 
per cent. Some of the cigarette cutters are very reasonable. If at all con- 
venient, I wish you could visit our market soon, or I can come to Louisville 
Saturday if necessary. 

On February. 5, 1920, the manager of the Louisville leaf depart- 
ment of the American Tobacco Co. addressed a letter to his superior 
in New York City in reply to the latter's letter of February 2, 1920, 
This letter, which is set forth below, outlines the way in which the 
instructions which had been given him were being carried out : 

Lexengton Leaf Department, 

Lexington, Ky,, Fel>ruary 5, 1920. 
islr. J. H. Mahler, 

The American Tobacco Co., Neiv York, N. Y. 

Dear Sir: I am in receipt of your letter of February 2, which was for- 
warded me from Louisville, contents of which I carefully noted. In reply, 
would say that we withdrew from all the markets in the burley section, ex- 
cept 14, about 10 days ago. I am to-day withdrawing from all the markets, 
except 10, and am buying the following grades on the markets given below 
very conservatively at the averages suggested in your letter: 

Lexington, KG, 25 cents; KW, 37^ cents. Richmond, KG, 25 cents; KW, 
37^ cents. Cynthiana, Frankfort, Greenville, Paris, Shelbyville, Danville, Rich- 
mond, Harrodsbu/g, KW, 37i. 

In reference to averages^ will say that we have been buying by averages 
instead of by range of prices at all times. Prices are very irregular and fre- 
quently we can buy a pile of KG under 20 cents as good as we can get at 30 
cents. We have had an average of 30 cents on KG, 68 cents on KU, and are 
buying KW under two marks, the best clean side of which I expect to use 
for KLS, and the scrappy side which we are buying at a low price for Tuxedo. 
This is the reason of the discrepancy in the average you name. 

I have been with Mr. Parker the entire week and we have discussed prices, 
quantity of tobacco yet to be sold, etc., and we both agree that there will be 
very little bright tobacco sold after the next two weeks. I have had him 
discontinue the purchase of KE Lt and have given him KE instead. Have 
also given him the averages you name, KS 90 cents, KT 80 cents, KU 60 cents, 
and KE 40 cents. 

We will buy conservatively at these prices, and should the market decline of 
course will reduce our averages further. 

Reynolds is very strong on color on all markets; taking fully one-half of it, 
Liggett & Myers are also strong on color on some of the markets and some 
color is being bought by other dealers. 

I have gotten in communication with J. M. Edmunds & Co. and have advised 
them not to buy more than their original quantity, namely, 1,500,000 pounds 
of KL and 1,500,000 pounds of KM. 

In regard to OC and GL grades, will say that I have discussed this matter 
with Mr. Miller, and we will buy these grades with their own buyers on the fol- 
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lowing markets: Russellville, Hopkinsville, and Springfield, and will buy them 
through Mr. Taryon at Clarksville. 

I hope that you can make it convenient to be in Kentucky next week. 
Very truly, yours, 

J. E. Lipscomb, Jr. 

It would appear from the above letter that the Louisville leaf 
department was purchasing one grade on two markets and another 
grade on 10 markets. In this connection it is pointed out that there 
are more than 60 loose-leaf markets which are usually covered by some 
one of the larger manufacturers and which, in fact, were covered by 
the American Tobacco Co. at the beginning of the season. The 
buyers on the markets not named in the above letter were gradually 
withdrawn between February 1 and February 10. 

On February 6, 1920, additional instructions were sent the J. P. 

Taylor Co. by the Louisville leaf department of the American 

Tobacco Co. further reducing the average to be paid for the various 

grades, being bought by the J. P. Taylor Co. for the American 

Tobacco Co. 

February 6, 1920. 
Mr, Geo. R. Parker, 

(Care of J. P. Taylor Co.) 

Lexington, Ky. 

Dear Sir: Beginning with Monday's sale, please reduce your averages as 
follows : KA 85 cents, Kl and Jl 75 cents, K2 57^ cents. 

These tobaccos could be bought here to-day freely at these prices, and wiU 
ask that you take this matter up with all your markets at once and see that 
they do not exceed these averages under any conditions. 

Please instruct them also not to buy more than one-third of the color on the 
market in these grades and let the prices come back and reduce your averages 
still further if possible. 

You could have bought these grades on this market to-day freely at these 
prices. In fact, you would not have needed any higher average to have bought 
one-third of the tobacco. 

I will call you up from Louisville Wednesday morning, and we will then 
discuss further what policy to pursue. 
Very truly, yours, 

P. S. — Please use your Jl as a reducer for XI. We think this tobacco is too 
high in proportion to the other grades you are buying. Please see that you 
get it with good stemming quality. 



February 6, 1920. 
Mr. George R. Parker, Lexington, Ky. 

Dear Sir: Please advise all of your markets at once to reduce the average 
on KE to 35 cents or under. We have received reports from most of our 
buyers and they have been buying this grade freely from 33 to 35 cents average. 
We Want you to buy this grade conservatively, as we do not think we will have 
any trouble getting what we want of it, but, of course, want it bought as low as 
we can possibly get it. 

In reference to the other grades, please advise your buyers to see that same 
are kept fully up to the standard, no matter how^ little they get. 

I think Reynolds shows a decided tendency to weaken, but we do not want to 
increase our purchases, but want to reduce our averages all that we possibly 
can. 

I will be in I^xington next Tuesday morning and hope to be able to see you 
some time during the day. 
Very truly, yours. 

On February 7, 1920, the manager of the P. Lorillard Co. ad- 
dressed a letter to one of his buyers on an outlying market not 
included in the J. P. Taylor organization, in which he stated that — 
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• 

The market was much lower in Lexington on Thursday and Friday, the 
American being almost out of the market and Reynolds was going very slow, 
which enabled us to make much lower averages than we were making the first 
part of the week on all our grades. 

On the same date, in another letter, the same writer made the fol- 
lowing statement to one of the buyers of the J. P. Taylor Co., who 
was buying for the Lorillard account : 

The market at Lexington on Thursday and Friday was much lower on all 
grades, Reynolds Co. and the American being very weak and showed a tendency 
to *• back-up "and let others have them. 

On the same date the same writer, in a letter to one of his commis- 
sion buyers, who also bought on commission for the J. P. Taylor Co., 
made the following statement : 

The color trashes show much more weakness than any other type of tobacco 
on account of the American Tobacco Co. being almost out on these grades. 

The above quotations are inserted here for the purpose of showing 
the effect on the market of the withdrawal of the buyers of the Amer- 
ican Tobacco Co. on certain grades and types of tobacco. It is also 
worthy of mention that at the time these letters were sent out similar 
letters were sent to other markets. The bujers for the J. P. Taylor 
Co. were buying on various markets competing grades for the Ameri- 
can Tobacco Co. and the P. Lorillard Co. 

On that date, .February 7, 1920, however, the manager of the Louis- 
ville leaf department of the American Tobacco Co. instructed the 
J. P. Taylor Co. to discontinue the buying of two of the American 
grades on certain markets. This letter of instructions is set forth 
below : 

Louisville, Ky., February 7, 1920. 
Mr. George R. Parker, 

(Care of J. P. Taylor Co.) 

Lexington^ Ky. 

Dear Sir : After going over our figures we find that we will not need as much 
of the X2 grade as we first gave you to buy. Therefore we will ask that you 
discontinue buying this grade on all markets except Lexington, Paris, Danville, 
Richmond, and Harrodsburg, Ky. 

Please see that the last average is not exceeded and that the tobacco is kept 
fully up to standard. Please discontinue also buying all grades at Greenville, 
Tenn., except our KE. We presume that you have placed an order for KE on 
this market. 

Very truly, yours, 

The manager of the Kentucky leaf department of the P. Loril- 
lard Co., in a letter to his superior officer, on February 16, 1920, in 
dfscussing conditions of the hurley market, is quoted as follows: 

We were able the past two weeks to get much better values in all our grades 
than previously, and feel quite sure we will get our requirements of the various 
grades as the market continues to show weakness, owing to the A. T. Co. not 
taking but little, and Reynolds showing a disposition to let us have some of 
the better grades. 

This quotation is inserted here for the purpose of showing the 
effect upon the market by the withdrawal of the American Tobacco 
Co., and also the fact that the R. J. Reynolds Tobacco Co. were hold- 
ing off of the market. The details of the latter concern's activities 
in this regard will be discussed later in this section. (See p. 88.) 

On February 16, 1920, the manager of the Louisville leaf depart- 
ment of the American Tobacco Co., instructed his buyers on certain 
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principal markets to begin buying two grades of burley fillers, 
similar to the grades the J. P. Taylor Co. had been buying on order 
for the American Tobacco Co., assigning new names to the grades. 
The letter of instructions is as follows : 

Louisville, Ky., February 16, 1920. 

Deab Sib : We wish you to begin buying two grades of burley flUers, one at an 
average of 7 cents, which you will buy, ship, and report on your daily reports as 
KY. This grade is similar to your MM. 

We also wish you to buy another grade at an average of 9 cents, which you 
will buy, sh p, and report on your daily reports as KX. This grade is similar 
to your KM. 

The only difference would be that we want you to buy this grade with as little 
body as possible, as we expect to use the same for smoking purposes. Please 
avoid in both grades any suckers, house burned tobacco, or tobacco with black 
face, as this type is absolutely unfit for our use. 

We have visited several of the markets recently and think that you will be 
able to buy both of these grades fully up to standard, and buy them, freely at 
these prices. If you find that your market has advanced and that you can not 
buy the grades up to standard let your competitors have same, but should your 
market decline we would like for you to buy these grades as much under these 
averages as you possibly can. 

Please ship the two grades to the Maysville Leaf Department, the A. T. Co., 
Maysville, Ky., until further advised. 

If these Instructions are not entirely clear to you, please advise at once. 

We do not object to this tobacco being short provided it has quality, but do 
not buy any lugs in either grade. 
. Very truly, yours. 

On February 21, 1920, the buyers of the American Tobacco Co. 

were allowed to increase their average on the two new grades just 

assigned them to purchase. Letter of instructions is set forth below : 

Louisville, Ky., February 21, 1920. 

Deab Sir: Upon receipt of this letter it will be in order for you to use an 
average of 9i cents on KX, but do not exceed 7 cents average on KY. We think 
you should be able to buy both of these grades very freely at these prices, at the 
same time keeping both grades fully up to standard. 

As no doubt the quality of your offerings from now on will be very common, 
we want you to be exceedingly careful in the purchase of KW and buy nothing 
in this grade except high colored, thin tobacco, even if you do not get but very 
little, we want it strictly good. 
Very truly, yours. 

It will be seen from the above letters that the American Tobacco 
Co. was able to take advantage of the decline in the market caused 
by its own withdrawal, not only by purchasing higher-grade to- 
baccos through other organizations but by purchasing lower grades 
of tobacco at much lower prices through its own organization. 

The following letter from the manager of the Louisville letf 

department of the American Tobacco Co. to his superior in New 

York City, dated February 20, 1920, clearly demonstrates the effect 

the placing of orders for burley tobacco with the J. P. Taylor Co. 

had upon competition between those two concerns, even when the 

American Tobacco Co. was purchasing grades of tobacco which were 

also being purchased by the J. P. Taylor Co. The letter is as 

follows : 

Lexington, Ky., February 20, 1920. 
Mr. J. H. Mahler, 

The American Tobacco Co., 

New York, N. Y. 

Dear Sir : The sales this week have been very small on most of the markets, 
and the offerings have been very common, with practically no color anywhere 
except Lexington and Paris. These two markets are selling a small proper- 
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tion of color, but we do not expect anything but common tobacco after next 
week. 

We are getting a very nice line of the KY and KX, but they are not as cheap 
as I had hoped to see them, as there are a good many local speculators on 
all markets who are buying these grades freely. We are conflicting with the 
J. P. Taylor Co. on his grades very little. Our competitors are the speculators 
and J. M. Edmunds Co. 

Reynolds has come back on the market again very strong on all colory grades 
and is buying the best color up to a dollar or more. 

We will hardly be able to get our full requirements of the colory grades, but 
I do not think we will be but a few hundred hogshead short. A good many 
of the smaller markets will close next week, and I think that the sales In 
Lexington will be very small after that time. 
Very truly, yours, 

J. E. Lipscomb, Jr. 

It would also appear from the third paragraph of the above letter 
that the E. J. Reynolds Co., after taking a vacation from the market, 
was back again to complete its season's purchase. 

On April 19, 1920, the manager of the Louisville leaf department of 
the American Tobacco Co. addressed a letter to his superior in New 
York City in which he discussed the purchase of burley leaf tobacco 
in hogsheads on the Louisville market in the fall of 1919, heretofore 
referred to in this section. This letter will be set forth at this time 
to disclose the purpose of the American Tobacco Co. in buying to- 
bacco under cover through brokers instead of buying direct from 
the dealer or from the grower. This letter was written after the 
transaction was closed and sets forth in clear terms the reason for 
this policy of buying. Particular attention is directed to the last 
paragraph of the letter, which is set forth in full below : 

April 19, 1920. 
Mr. J. H. Mahleb, 

Vice President American Tobacco Co.j 

New York, N. Y, 

Dear Sib: I am in receipt of your letter of April 16 in reference to the lot 
of common tobacco we bought last fall for export cigarettes. 

In reply will say that Mr. Edmunds was evidently misinformed as to the 
quantity of this tobacco that we bought on the Louisville market. We bought 
on the Louisville market through G. O. Tuck & Co. 861 hogsheads. We also 
bought direct from them of their own stock about 1,000 hogsheads, and the 
rest of the lot was various dealers' tobacco which we had them round up for 
us, samples of which were submitted to us at the time of the purchase. 

When we received instructions to buy 3,000,000 pounds of common tobacco 
it was not our intention to buy any of it on the brakes here, but we found it 
w^as impossible to get the quantity that we had to buy from dealers and had to 
buy on the Louisville market to complete our order. We bought this tobacco 
to the very best advantage possible and in fact saved something over $4 per 
hundred on same on the price of $24 that you advised me you could stand. 

Had this tobacco been used for the purpose for which it was bought there 
would not have been a pound of throw outs, as the tobacco on a whole is far 
better than the samples of strips that we submitted to you before we received 
the order. This tobacco is composed of KL, KM, MM, and MM-2. 

As we will have to use this tobacco for domestic purposes we will naturally 
have to pick it closer than w^e would have done had it been used as intended. 

There will not be more than 40,000 or 50,000 pounds of throw outs out of the 
entire 3,000,000 pounds of tobacco. We are not finding this tobacco a bit worse 
than any other dealer's tobacco that we have bought in the past, and the grades 
that we are making are standard. 

You know how I feel about buying tobacco on the Louisville market, and we 
would not have done so had it been possible to fill the order in any other way. 
As G. O. Tuck & Co. were buying common tobacco on the brakes here at the time 
we made this purchase, we gave them the order to buy for us in order to 
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avoid competition, and we certainly bought it cheaper than we would have done 
had we tried to buy it ourselves. 
Very truly, yours, 

J. E. Lipscomb, Jr. 

Further evidence of the fact that the American Tobacco Co. did 
not wish the public to know that the J. P. Taylor Co. was buying on 
order for them may be seen in a letter from the manager of the J. P. 
Taylor Co., Lexington, to the manager of the Louisville leaf depart- 
ment of the American Tobacco Co., Louisville, dated June 24, 1920. 
It would appear that the tobacco purchased by the J. P. Taylor Co. 
had been stored in various warehouses throughout the State, and the 
warehousemen were required to furnish details to the Government 
concerning the ownership of tobacco stored in their warehouses. 
When this matter came to the attention of the J. P. Taylor Co., it was 
called to the notice of the American Tobacco Co. Special attention 
is directed to the third paragraph of the letter, which is as follows : 

June 24, 1920. 
Mr. J. E. Lipscomb, Jr., 

The American Tobacco Co., Louisvilley Ky, 

Deab Sib: We are in receipt of a letter from Kirk & Key, Maysville, Ky., 
copy of which is herewith inclosed. 

We have not answered this letter and we will be obliged to you if you will 
suggest to us how you prefer our answering in the matter. 

We felt that writing Kirk & Key and reporting the tobacco as belonging to 
the American Tobacco Co. would be unwise as that information would get 
back to Lexington at once. 

In the event that you wish us to report these tobaccos as our own and turn 
them in for taxes we will be glad to do so. 

I do not suggest this as being the best method but only to bring out the 
idea that we will be more than glad to handle the matter in any manner which 
you see fit. 

This same proposition, of course, will be effective at Mount Sterling, Mays- 
ville, CarroUton, and Lexington. 

Thanking you for as early reply as convenient, 1 am, 
Yours, truly, 

Geo. R. Parker. 

The reply of the Louisville leaf department of the American To- 
bacco Co. to the above letter from the J. P. Taylor Co. is set forth 
below : 

Louisville, Ky., June 26, 1920. 
Messrs. J. P. Taylor Co., Lexington, Ky. 
Attention, George R. Parker. 

Gentlemen : Your letter of June 24 to Mr. J. E. Lipscomb has been handed 
to us for answer. 

Regarding leaf which is being transferred to us as of June 28, it will be in 
order for you to notify the outside warehouses that this tobacco is being turned 
over to our company. 

Reg:arding taxes as of July 1, our company will hand in list for taxation at 
all points, w^here this tobacco is stored. Please govern yourself accordingly. 
Very respectfully, 

Louisville Leaf Department, The American Tobacco Co., 
By , Cashier. 

By the P. Lorillard Co. — ^In the foregoing paragraphs of this sec- 
tion attention has been directed to the activities of the American 
Tobacco Co. in holding off the market and buying leaf tobacco under 
cover. Attention will now be given to similar activities of the P. 
Lorillard Co., another of the large American manufacturers. 

It appears that for a number of years the J. P. Taylor Co. has 
been making purchases of burley leaf tobacco on the loose-leaf floors 
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for the p., Lorillard Co. The reason assigned for this practice by 
the officials of the P. Lorillard Co. is that since the decree (1911) the 
Lorillard Co. has felt that they could buy the tobacco cheaper 
through the buying organization of the J. P. Taylor Co. 

As early as November 12, 1919, arrangements for the buying of the 
burley crop, 1919-20 season, were discussed by officials of the Loril- 
lard Co. and J. P. Taylor Co. The Taylor buying organization con- 
sists of commission buyers as well as salaried buyei's. Some of these 
commission men make purchases on order for or are part of other 
competing organizations. One of such commission buyers is located 
at Harrodsburg, Ky. On November 15, 1919, this dealer addressed 
a letter to the manager of the leaf department of the P. Lorillard Co. 
(for whom he also acted as a buyer), inclosing a letter from the 
Louisville manager of the J. P. Taylor Co. The reply to this letter 
by the manager of the Kentucky leaf department of P. Lorillard Co. 
sets forth the arrangement between the two concerns. Special atten- 
tion is directed to the second and third paragraphs of this letter, 
which is as follows : 

November 17, 1919. 
Mr. H. T. SoAPEB, Harrocl&burg, Ky. 

Dear Sib: Your favor 15th, w.th Mr. Parker'sj letter inclosed, received and 
read witli nmcli Interest. 

Judging from Mr. Parker's letter, lie will want you to buy a great deal more 
than last season and trust that our organization will make them a satisfactory 
purchase. 

Will have Ben meet you in Lexington on Friday, November 21, to go over with 
Mr. Parker and yourself tlie grades he w^ishes you to buy, and we certainly hope 
that he will give you prices, especially on grades that are similar to ours at 
about the same price we pay for same, for in that way there can be no trouble in 
a fair division. 

We are glad that Mr. Morrow will prove helpful to you, as you have no one 
to assist you at Harrodsburg, and feel quite sure that he can be of gi*eat assist- 
ance to Ben at Lancaster and think best to so arrange that he can work some at 
both places. 

The past week has been ideal for drying out tobacco tn barns, and the freeze 
should set the color and no doubt froze all the suckers that were cut and will 
make very common low grades. 

We note that Lancaster will have tobacco show on November 20, 21, and 22, 
and would like very much to attend, but fear that we can not get away at that 
time, but will try and see you before the oi>enlng at Lexington, to go over the 
various grades that we wish to buy. 

Yours, very truly, Kentucky Leaf Department. 

The Lorillard Co., although it did not start buying until the 5th 
of January, 1920, kept in close touch with the various markets in the 
burley district. The following letters addressed to one of the buyers 
of the J. P. Taylor Co. will give an indication of the character of 
information requested by the Lorillard Co. : 

December 13, 1919. 
Mr. H. T. SoAPER, Harrodsburg, Ky. 

Dear Sir: Your favor 11th, and also samples received, for whch we thank 
you. We forwarde^l all of them on to factory for Mr. Smith to see. 

We note your market has continued to advance from day to day on all better 
gi'ades and that the American has come in vei-j- strong, topping the U. J. R. people. 

We visited several markets this week and most of them showed a very good 
lot of serviceable tobacco with some of the finest tobacco sprinkleil through the 
offerings we have ever seen. Warehousemen speculators on markets having 
opening sales were large buyers, and doing everything in their power to push 
prices up, and for this reason the large companies' purchaser were small, and the 
little they bought they squeezed their grades constantly to get within the price. 

At Shelbyville Thursday market was weak on all the filler grades and medium 
trashes, which were fully $5 to $8 more than Lexington, and w^e would not be 
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surprised that other markets will show an easier tendency soon, and it is our 
people's intention to wait until after the first of the year before buying. 

Just in receipt of letter from Mr. Smith stating that the J. P. Taylor Co. has 
accepted our business ; charges to be the same as last year, $1 per hundred in 
buying and packing in winter order and $2 for redrying. 
Yours, very truly, 

Kentucky Leav Department. 



November 28, 1919. 
Mr. H. T. SoAPER, 

LancaateTy Ky, 

Dear Sir : We do not intend to start buying on the oi)ening sales, but wish 
you to keep us advised as to the sales and quality of same. 

We believe the crop contains tobacco more desirable for our various grades 
than last year's, which will enable you to hold your grades up to a good high 
standard. 

To keep a close check on your purchases we suggest that you take buyer s 
coupon from the basket ticket before leaving sale, which assures you a record 
of the basket and price. 

Please keep your tobacco fully covered by insurance, for the ownership, as 
formerly, does not change until tobacco is loaded in car, with bill of lading 
signed and mailed to our company. 

Wish to call your attention to good cooperage; please see that both bottom 
and top head is securely nailed in, for we have had great deal of trouble with 
heads dropping out. 

The wet weather in October damaged great deal of tobacco by mildew, and 
we wish you to be very careful and avoid buying damaged tobacco, or tobacco 
in soft condition. 

• Daily report should be mailed promptly after each sale to both New York 
and this office. 

We will write* you later the grades we wish to buy and the price for same. 

Yours, truly. 



The following letter from the vice president of the Lorillard Co. 
to the manager of the Kentucky leaf department, Louisville, Ky., 
gives an indication of the buying policy of the Lorillard Co. : 

December 22, 1919. 
Mr. A. H. Shinkle 

(Kentucky Leaf Department), 

P. Lorillard Co., Louiavillej Ky. 

Dear Sir: Your letter of the 18th received, and same has been carefully 
read. 

It now begins to look as if we had lost nothing by holding off the market so 
far. It is certainly hard to decide this season what to do about buying. 

Keep me fully posted as to all grades, especially CL, OL, and M. 

Please say to Mr. Manson that I received his letter in regard to the ship- 
ment of stems. 

Yours, truly, , 

Vice President. 

Attention is directed to the second paragraph of the letter above. 
On January 3, the Kentucky leaf department of the P. Lorillard 
Co. placed its order with the various buying agencies of the J. P, 
Taylor Co., with instructions as to price and percentage of total offer-r 
ings to be purchased. The following letter is a sample of such in- 
structions : 

January 3, 1920. 
Mr. H. T. SoAPER, Lancmter, Ky. 

(Attention Mr. Ben. J. Larz). 

Dear Sir: Prices the past week show some decline on most markets, while 
others show very little change, which makes it difficult to say what to pay for 
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our various grades, but we wish to go very slow at the start and take only 
a small per cent, even if the prices that we name permit of a larger purchase. 

We wish to start buying the first of the week the following grades : CL, not 
to exceed $68 average ; ML, $55 tol $57 average ; M, $45 to $47 average ; M2, $38 
to $40 average ; O, $30 to $32 average ; G, $30 to $32 average ; and^ G2, $25 
average. 

Please type each hogshead to fairly represent so we can go over same and 
advise you as to quality, etc. 

Please hold your grades up well and only take the clear, ripe, good-character 
tobacco in all our better grades, and please advise as to the general quality 
of the offerings and if those prices permit you to get the best values. 
Yours, very truly, 

Kentucky Leaf Depabtment. 

On the same date the following letter was addressed to the manager 
of the J. P. Taylor Co., in Lexington. It will be noted from this 
letter that the buyer on each market was supposed to furnish the 
Lorillard Co. with a weekly report of total sales that date on each 
market and the average in addition to the regular daily reports: 

January 3, 1920. 
Geo. R. Pabker, 

Manager J, P. Taylor Co., Lexington, Ky. 

Dear Mb. Pabkeb : After our phone this morning and reading several reports 
from markets, we conckided to wait until Monday's sale at Lexington to get 
the trend of prices before commencing to buy at your outside points, and inclose 
copy of letter we have written a few of your markets to this effect. 

Please write us confirming handling charge of $1 for buying and packing In 
winter order, and $2 for buying, redrying, etc. Kindly send us list of markets 
you expect to cover with names of buyers at each point. 

Will appreciate you having each of your markets to advise us at end of 
each week the total sales to that date on their market and the average price. 

Wishing you a happy and prosperous New Year, we are, 
Yours, very truly, 

Kentucky Leaf Depabtment. 

Not only were those buyers of the J. P. Taylor Co. that bought 
for the Lorillard Co. required to furnish information to them, but 
some buyers at markets where Lorillard was not buying tobacco 
were re(juested to furnish similar information. Letter showing such 
request is set forth below : 

Januaby 10, 1920. 
Geo. R. Pabkeb, 

Manager J, P, Taylor Co., Lexington, Ky. 

Deab Mb. Pabkeb: We have mailed the inclosed letter to all of your points, 
raising prices a little on most all the grades, so as to avoid getting too many on 
the low side, or " squeezers," for the various grades, and not to materially 
increase- our purchases. 

Was in CarroUton yesterday, offerings were mostly common, and the little 
good on sale was taken by Reynolds and L. & M. The American buying very 
little ; prices on all the better grades showed an advancing tendency, but what 
your company had bought for us looked very good, the only exception being 
" O " grade, some of which was too short and common. 

Mr. Satterfield spoke to us about buying at Glencoe, Walton, Campbellsburg, 
and Madison, but we told him at present we did not wish to place orders on 
these markets, asking that he please keep us advised as to quality of offerings 
and prices at these markets. 

We look for Mr. Smith out to-morrow and trust conditions will be such that 
we will be able to buy some desirable tobacco the coming week. 
Yours, very truly, 

Kentcjcky Leaf Depabtment. 

At the time the J. P. Taylor Co. started buying for the P. Loril- 
lard Co. in the various loose-leaf markets in the burley section, the 
Taylor Co. was not only buying one of the most important compet- 
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ing grades of the American Tobacco Co., but was also purchasing 
two competing grades of the Imperial Tobacco Co., one of the larger 
foreign manuiacturers. The following letter from the local repre- 
sentative of the Imperial Tobacco Co. to his superior in Kichmond, 
Va., clearly indicates the result of common buying agencies, referred 
to in the previous section : 

Lexington, Ky., January 5, 1919, 
The Imperial Tobacco Co. (Ltd.), 

Richmond^ Va. 

Gentlemen : I herewith inclose report of purchases. Taylor's report closes 
Wednesday night of each week, and the bills of Wednesday and soniie of Tues- 
day's purchases are not included in the report. I have gotten a memorandum 
from the biUs of purchases up to date, which I inclose, showing a total pur- 
chase of 253,103 pounds. I have no report from Danville or Huntington mar- 
kets. I requested the Standard Tobacco Co., of Danville, to make me a report 
yesterday, but have not received it. I exi)ected to be in Huntington yesterday, 
but owing to a wreck on the Chesapeake & Ohio could not get there. I, how- 
ever, talked with Mr. Spilman on the phone, and he said they had only 7,000 
or 8,000 pounds bought, and sales were very light. I will go to Huntington 
to-morrow night, and be there Monday, as they expect to have a good sale 
that day. 

Six cars have been shipped to Richmond, all of them over the Southern. 
Taylor has been unable to get cars from the Chesapeake & Ohio, and the 
Southern refused to turn their cars over to the Chesapeake & Ohio. 

Prices were rather higher yesterday on all grades, both Liggett & Myers and 
R. J. R. bidding stronger on our red types. Taylor bought comparatively little 
tobacco for us yesterday, and the large bulk of purchases made for us was dur- 
ing the first three days of the week, the market advancing a little each day. 
Yesterday the market was fully as high and some grades higher than before 
Xmas. Lorillard will begin buying Monday and the A. T. Co. also will start 
buying. I understand Lorillard's purchase will reduce our per cent of purchases 
on RXM and RXL, as Taylor divides types with them. They usually buy the 
RXF type, but I understand they will not buy this grade at present. I believe 
prices will be higher next week. Both L. & M. and R. J. R. seem disposed to 
push their buying, and the added competition of Lorillard and the A. T. Co. 
is likely to make a still higher marjtet. The average on the BXLB does not 
indicate what that grade will cost, as I found one pile in RXL grade that I 
transferred to BXLB, costing only $50. I bought on the warehouse floor only 
two small piles, they costing $89 and $86, and I doubt if we will be able to get 
them much cheaper. The BXA and BXB grades are finished and were packed 
to-day. They will go forward in next shipment 

I am advised by Maj. Ansen that he will be here the 19th and 20th Instead 
of the 15th and 16th, apd I will arrange to be here those days. 

I am afraid we will have to pay more for RXM and RXL than our present 
purchase has cost, but I have instructed Taylor's buyers to go slow, keep 
the grades to standard until some time next when the effect of the A. T. Co.'s 
and Lorillard's buying is seen. 
Yours, truly, 



G. T. Patton. 



Following report inclosed with above letter : 

Bought but not reported in this week's report. 

RXL, 50740, at 56. 15 
RXM, 33685, at 36. 31 
RXF, 56635, at 25. 71 
RXF2, 14270, at 15. 55 
BXA, 1675, at about 87. 00 
BXB, 4030, at about 77. 70 
BXC, 2500, at about 46. 25 
XBLB, 640, at about 69.00 
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Following report inclosed with above letter : 

Shipmients of burley to January 3, 1920 : January 1, from Lexington 3 cars to 
Richmond ; January 2, from Lexington 3 cars to Richmond ; total, from Lexing- 
ton 6 cars to Richmond. 

The following language in the third paragraph of the above letter 
is worthy of special attention in connection with the contention that 
where manufacturers buy leaf tobacco through joint buying agencies 
competition is restricted : 

LoriUard will begin buying? Monday and tlie A. T. Co. also will start buying. 
I understand Lorillard's purchase will reduce our per cent of purchases on 
RXM and RXL as Taylor divides types with them. They usually buy the RXP 
type, but I understand they will not buy this grade at present. 

The activities of the Imperial Tobacco Co. in buying under cover 
will be discussed later in this section. This particular letter is 
quoted here to show the relationship between the Taylor Co. and the 
Imperial Co. at the time the former was purchasing for the Lpril- 
lard Co. and American Tobacco Co. 

The J. P. Taylor Co. continued to buy for the P. LoriUard Co., as 
instructed by the manager of the Kentucky leaf department of that 
concern on the various markets covered by the J. P. Taylor buying 
organization until the loose-leaf markets closed on or about March 6, 
1920. During the month of February instructions were given to the 
J. P. Taylor Co. to take advantage of the weakening market. The 
following paragraph from a letter from the manager of the Louis- 
ville, Ky., department of the P. LoriUard Co. to the J. P. Taylor Co. 
at Cynthiana, Ky., dated February 7, 1920, is an illustration of such 
instructions : 

If your market should show a tendency to weaken, try to lower average on all 
grades, but be sure to hold them up well, as we feel that the Reynolds and 
American are backing up considerably, especially on the better grades or fillers. 

It was the intention of the New York officials of the P. LoriUard 
Co. to buy some of the LoriUard requirements of burley leaf tobacco 
after the loose-leaf markets closed. This can be seen from the fol- 
lowing letter from the New York office of the E. J. O'Brien Co. to the 
Kentucky leaf department dated February 24, 1920 : 

Febbuaby 24, 1920. 
Mr. A. B. Shinkle, 

Kentucky Leaf Department, P. LoriUard Co. (Inc.), 

Louisville, Ky, 

Deab Sib: I am In receipt of your letter of 21st instant in further reference 
to our purchases of Climax fillers, and am afraid that you did not correctly 
interpret our letter of 18th instant. 

While we shall in all probability require the full quantity of 4,500,000 pounds 
of Climax grades, we are not compelled to buy all of it before the country 
markets close, and believe It should work out to our advantage to be in a 
position to pick up from time to time any lots of tobacco suitable for these 
grades that appear to be reasonable. 

It was my intention to instruct that you follow the market conservatively, 
and If prices continued comparatively easy, to buy up to the 4,500,000 pounds, 
selecting the grades which seemed most reasonable in price, but did not want 
you to force the market or excite it in any way, believing that if we should not 
secure our full requirements in the country markets, we could hereafter pick 
up sufficient desirable tobaccos. 

Your report of purchases for week ending 21st Instant shows a total of 
4,202,142 pounds of these grades ; that is, M, M2, O, and P ; so that there will 
be less than 800,000 pounds yet to buy to make up the given quantity ; and, no 
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doubt, a considerable part of the balance has already been bought and not 

reported to yotir office. 

Trusting that this will clear up any misunderstanding that may have existed 

in your mind, I am, 

Yours, very truly, 

—^^^■^ , 

President. 

As a matter of fact, the E. J. O'Brien Co., which had been buying 
burley leaf tobacco for the P. Lorillard Co. on the Louisville hogs- 
head market during the entire season, began on April 23 to buy three 
of the Lorillard grades on the hogshead market at Louisville, and 
continued buying up to the time the Commission's investigators 
were in Kentucky — October, 1920. 

Many dealers and warehousemen at Louisville made complaint 
to the Commission with regard to the purchase of burley leaf tobacco, 
as well as dark western, on the Louisville market by the P. Lorillard 
Co., through the E. J. O'Brien Co., a large broker and dealer, who, 
at the same time, was purchasing all types and grades of tobacco for 
export, to customers of the E. J. O'Brien Co., or on order for the 
French monopoly. The argument was advanced by these gentlemen 
that competition on the Louisville market was thereby considerably 
lessened. Before the Lorillard Co. gave its order to the E. J. O'Brien 
Co., it had a salaried buyer on the Louisville market, and *was in 
competition with other manufacturers in the purchase of its require- 
ments, but, under the present condition, the E. J. O'Brien Co., being 
on the market purchasing for other concerns, is able to purchase the 
requirements of the Lorillard Co., along with the other purchases, 
and the market and the producers lose the competition of the 
P. Lorillard Co. 

The records of the P. Lorillard Co. show that E. J. O'Brien Co. 
bought for it on the Louisville market 1,515,440 pounds of burley 
leaf tobacco during the 1919-20 season up until September 1, 1920. 
In this connection it might be well also to point out that two of the 
grades purchased by the E. J. O'Brien Co. on the Louisville market 
were common grades, which were not purchased at all on the loose- 
leaf floors. The O'Brien Co. did not start buying these two grades 
until the latter part of April, so that it would appear that the Loril- 
lard Co. was able to take advantage of the great decline in the price 
of the common tobacco due to the activities of itself and other large 
American manufacturers, especially the American Tobacco Co., in 
" holding off " the market and buying " under cover " through other 
dealers. 

By the Liggett c& Myers Tobacco Co. — The Liggett & Myers 
Tobacco Co. during the 1919-20 season bought burley leaf tobacco 
on practically all the loose-leaf floors in Kentucky, West Virginia, 
Ohio, and Tennessee, and on one or two floors in Indiana, Missouri, 
and Virginia. It had salaried buyers on 24 of the principal markets 
in Kentucky, West Virginia, Indiana, and Missouri, and bought 
on commission through leaf dealers on 42 markets, some of which 
were in outlying districts, on which a small amount of tobacco 
was sold over the loose-leaf floor. On 13 of these markets the 
G. O. Tuck buying organization made purchases of tobacco for 
Liggett & Myers. Some of the dealers on these various markets 
were small commission buyers for the G. O. Tuck organization, 
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and others were concerns in which the G. O. Tuck Co. had a stock 
interest. On some of the markets where the G. O. Tuck Co. bought 
for the Liggett & Myers Co. the buyers received instructions issued 
by the Liggett & Myers Tobacco Co. regarding grades, the percentage 
of the offerings to be purchased, and the price to be paid. The 
manager of the Louisville leaf department states that instructions 
were given verbally to the various buyers, and that there were no 
letters of instructions. However, the following letters indicate 
that instructions of this character were issued by the Liggett & 
Myers Co. : 

December 18, 1919. 
Messrs. E. S. Robey & Co., Franklin^ Ky, 

Gentlemen : I have ymir daily report of the 15th from GaUatin, Tenn. This 
report does not show the amount of hurley tobacco you had on sale that day. 

You are buying entirely too large a per cent of BH, and we do not need this 
grade, so will ask you to discontinue buying it for us at the present. Also 
discontinue buying the grades marked BF-1 and BF-2. 

I noticed on your report of the 15th that you paid for 1,800 pounds of BG 
$88.14 average. Please buy a much smaller quantity than this, and we do not 
think you should increase your purchases on any other colory grades. We also 
wish you to buy a very 'small amount of BA grade, and do not buy any more 
of the other filler grades than is shown on your report. 

If there is any change in your market on hurley tobacco, we will ask you 
to advise us. Please let us know the quantity of tobacco on sale at Gallatin 
December 15. ^ 

Yours, truly, 

(The above letter taken from files of Liggett & Myers.) 

December 6, 1919. 
Messrs. J. S. Olark & Co., WilUamstouMf Ky. 

Gentlemen : We are inclosing herewith letter of general instructions, which 
we are forwarding at the request of the Liggett & Myers Tobacco Co. of this 
city, and will thank you to acknowledge receipt of said instructions direct* to 
them. 

In sending in your daily report of purchases you will kindly send the origi- 
nal to Mr. H. A. Walker, Twenty-fourth and Main Streets, Louisville, Ky., one 
copy to the Liggett & Myers Tobacco Co., St. Louis Leaf Department, St. Louis, 
Mo., and one copy to the Liggett & Myers Tobacco Co., No. 212 Fifth Avenue, 
New York City, also one copy to this office. 

You will kindly keep the inclosed letter of instructions from Liggett & Myers 
Tobacco Co. constantly before you and see that these instructions are very 
carefully followed. 

Please mail your monthly reports as promptly as possible after the 1st of 
each month to the same address as you will the daily reports. 

Thanking you in advance for your careful and constant attention, we beg 
to remain. 

Yours, very truly, 

G. O. Tuck & Co., 
Branch International Planters Corporation. 
H. Dickinson, Vice President. 

In order that a more clear conception may be had of the extent 
of the control of the G. O. Tuck Co. over dealers who were buying 
on commission for that concern and at the same time were buying 
on commission for the Liggett & Myers Co., the following letter sets 
forth the agreement between the G. O. Tuck Co. and one of such 
local buyers : 

September 3, 1919. 
Mr. J. S. Clark, Williamstotim, Ky, 

Dear Sir : This serves to confirm arrangement made between us whereby we 
employ your services for one year beginning October 1, 1919, and terminating 
September 30, 1920, at a salary of $1,200 per year, payable in monthly install- 
ments of $100 each. 
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It is understood between us that you are to operate in the tobacco business 
at both Dry Ridge and Williamstown, Ky., in the name of J. S. Clark & Co. 
or our name should it be thought advisable. 

The net profits of said business after deducting your salary and all other 
expenses to be divided, 33^ per cent to yourself and the remaining 66§ per cent 
to us. 

We are inclosing duplicate copy of this letter, and if satisfactory and in 
accordance w^ith your understanding you will kindly sign and return to us for 
our files.. 

Yours, very truly, 

G. O. Tuck & Co., 
Branch International Planters Corporation. 
H. Dickinson, Vice President. 

The above is in accordance with my understanding, and I hereby accept same. 



In addition to letters of the above nature, the Liggett & Myers 
Tobacco Co. sent field men around to the markets to guide the buyers 
in the purchase of the Liggett & Myers Co.'s grades. 

It is well to bear in mind that on or about' January 10, 1920, the 
American Tobacco Co. placed an order with the G. O. Tuck organi- 
zation to purchase 3,000,000 pounds of filler tobacco, consisting of 
two grades which were competing grades with most of the tobacco 
bought by the Tuck organization for Liggett & Myers. The details 
of this transaction can be found in this section under the caption 
"American Tobacco Co." * 

From an examination of the daily reports submitted by the buyers 
for Liggett & Myers Tobacco Co., including the dealers under the 
G. O. Tuck organization, it appears that the Liggett & Myers Tobacco 
Co. entered the market on or about December 4, 1919, and continued 
on most of its grades until March 31, 1920, when the market closed. 

The statement set forth below shows the names of the hurley 
markets upon which Liggett & Myers Tobacco Co. purchased tobacco 
on commission, the names of the dealers through whom the purchases 
were made, and where it is known such dealers bought for other con- 
cerns notation to that effect is made : 

COMMISSION POINTS. 

Bloomfield, Ky., E. L. Jones, Louisville. 

Frankfort, Ky., G. O. Tuck & Co., Louisville. 

Taylorsville, Ky., G. O. Tuck & Co., Louisville. 

Lebanon, Ky., Clias. F. Clark & Co., Louisville. 

Canipbellsville, Ky., Chas F. Clark & Co., Louisville. 

Hodgenville, Ky., Chas F. Clark & Co., Louisville. 

Vine Grove, Ky., Clias. F. Clark & Co., Louisville. 

Glencoe, Ky., J. R. Blanks, Louisville. 

Walton, Ky., J. R. Blanks, Louisville. 

Williamstown, Ky., John S. Clark & Co., Louisville.^ 

Dry Ridge, Ky., John S. Clark & Co., Louisville.' 

Bowling Green, Ky., W. B. Hendrick, Louisville. 

Owensboro, Ky., Kentucky & Virginia Leaf Tobacco Co., Louisville.* 

Eminence, Ky., T. P. Middleton, Louisville. 

Pleasureville, Ky., T. P. Middleton, Louisville. 

Glasgow, Ky., C. Watkins & Co., Louisville.* 

Sanders, Ky., J. C. Ellis, Louisville. 

Campbellsburg, Ky., J. C. Ellis, Louisville. 

Franklin, Ky., E. S. Robey & Co., Louisville." 

* Also buyer for G. O. Tuck & Co. 

• Subsidiary of G. O. Tuck & Co. 
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Scottsville, Ky., E. S. Robey & Co., Louisville. 
Russellville, Ky., E. S. Robey & Co., Louisville. 
Brooksville, Ky., E. E. Corlis, Louisville.^ 
Falmouth, Ky., E. E. Corlis, Louisville. 
Vanceburg, Ky., W. E. Spencer, St. Louis. 
Hopkinsvi'Ue, Ky., L. B. Cornette & Co., St. Louis." 
Grayson, Ky., H. E. Spilman & Co., Huntington.^ 
Greeueville, Tenn., Geo. Henderson, Louisville. 
Johnson City, Tenn., Swain Bros.,. Louisville. 
Gallat n, Tenn., E. S. Robey & Co., Louisville.* 
Carthage, Tenn., E. S. Robey & Co., Louisville.* 
West Moreland, Tenn., E. S. Robey & Co., Louistille.* 
Hartsville, Tenn., E. S. Robey & Co., Louisville.* 
Aurora, Ind., G. O. Tuck & Co., Louisville. 
Greensburg, Ind., Chas. F. Clark & Co., Louisville. 
Abingdon, Va., Swain Bros., Louisville. 
Bristol, Va., T. P. Middleton, Louisville. 
West Union, Ohio, W. E. Spencer, St. Louis. 
Peebles, Ohio, H. E. Spilman & Co., Huntington.^ 
Batavia, Ohio, H. E. Spilman & Co., Huntington.^ 
Ripley, Ohio, H. E. Spilman & Co., Huntington.^ 
Georgetown, Ohio, H. E. Spilman & Co., Huntington.^ 
Hurricane, W. Va., H. E. Spilman & Co., Huntington.* 

By the R. J. Reynolds Tobacco Co, — The R. J. Reynolds Tobacco 
Co. is the largest consumer of hurley leaf tobacco in this country, and 
consequently leads the market wherever it buys this type of tobacco. 
During the 1919-20 season it bought on practically all the hurley leaf 
markets in the States of Kentucky, Virginia, West Virginia, Ten- 
nessee, Indiana, and Ohio. Before the opening of the loose-leaf 
floors the Reynolds Tobacco Co. purchased a large quantity of the 
1918-19 crop of hurley leaf tobacco from dealers ; some on the Louis- 
ville market and some off the market. The following telegram sent 
by the buyer of the Reynolds Tobacco Co. to his chief at Winston- 
Salem, N. C, indicates that an attempt was made to buy up as much 
of the desirable hurley left over from the 1918-19 crop as possible : 

November 7, 1919. 
W^. N. Reynolds, 'Win%ton-^8ale'in, N, C: 

Sold standard commercial 500 hogsheads 20 cents commonest I have pur- 
chased. They want more. Mr. Farrish still here. Please advise. I have nearly 
all the hurley in first hands tied. Purchase 6,000 since leaving Winston-Salem. 

T. H. Kirk. 

The following letter between the same parties, dated November 
12, 1919, further bears out this indication : 

November 12, 1919. 
Mr. W. N. Reyno<lds, Wimton-Saleniy N. C. 

Dear Sir: Your favor of the 8th received. I do not know how much to- 
bacco I have bought, but I think between 11,000 and 12,000 hogsheads all told. 

I have only been in Lexington twice since I saw you. The Louisville parties 
with whom I have been trading have been most loyal to me. They are deliver- 
ing tobacco every day that they could sell at an enormous profit. Notwith- 
standing this I am on the job day and night, for I know that high market is 
a great temptation to some people, and I am not taking any chances. 

I am more than sorry not to keep you better posted, but will have things in 
shape when I come to Wiqston, which will be week after next. 
Yours, very truly. 



* Also buyer for G. O. Tuck & Co. 
' Subsidiary of G. O. Tucfe & Co. 
' Buyer for Rudolph Hach & Co. 
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On December 9, 1919, the president of the K. J. KeynoWs Tobacco 

Co. addressed a letter to Mr. T. H. Kirk, buyer for that co'ncem at 

Lexington, Ky., which indicates clearly that it is the policy of the 

R. J. Keyonlds Co. to buy leaf tobacco through outside dealers. 

The letter is set forth below. Particular attention is directed to the 

third, fourth, and fifth paragraphs : 

December 9, 1919. 
Mr. T. H. Kirk, Lexinfftouj Ky. 

Dear Sir: I have for acknowled^uent your favor of the 6th instant and 
note with interest the information contained therein. 

I am very sorry our friend became so incapacitated tliat he was unable to 
carry out our plans ; however, if Tom Lee is doing the buying I do not think 
our interests would suffer by the change, as I consider him a much better buyer 
than the other party and I do not believe he would betray your confidence. 

Mr. Jim Norflett was in here to see me yesterday and said that if you 
decide<l to give Goodson any business he would look closely after the tobacco 
that was shipped here and would personally see that it was properly handled 
and taken care of. 

Owing to your other arrangements at Paris and Lexington I would think 
some other markets would be preferable for a deal of this kind ; however, this 
is a matter that we are perfectly willing to leave to your good judgment. 

From what you say of the KL that you are buying and the way you propose 
to keep this grade. I would judge that at the proper time we could transfer 
this grade to G and H. 

Would like for you to let us know how you propose to pay for the tobaccos 
that are bought by outside parties; if you have Goodson to' buy any tobacco, 
his company will do the financing until July, 1920; we, of course, will have to 
pay interest on same. 

Our receipts through this section are getting very much smaller and we are 
not buying very much ; there are some indications, of prices getting easier ; 
this may be partially due to our seeming indifference. 
Yours, very truly, 

W. H. Reynolds. 

AVhile it is not known at the present time just how much tobacco 
the R. J. Reynolds Co. bought on order " under cover," yet it is known 
that an arrangement was made with Mr. J. R. Ounningham, of the 
Kentuc^ Redrying Co., to purchase 200 hogsheads on the Lexington 
market during the 1919-20 crop season. The Mr. Goodson referred 
to in the foregoing letter is a member of the firm of G. O. Tuck & 
Co. As will he seen from the letter set forth below between officials 
of the G. O. Tuck Co., this concern made large sales to the R. J. 
Reynolds Tobacco Co. prior to the opening of the looseleaf floors 
in December, 1919, and plans were being made for further sales. 

September 30, 1919. 
Mr. J. M. Edmunds (care of J. M. Edmunds), 

Danville, Va. 

Dear Mr. Edmunds : I am in receipt of your letter of Septeml)er 27 and have 
noted contents of same w^ith due care and interest. 

Confirming my wire of last niglit, I am pleased to advise that we have suc- 
ceeded in selling the American Tobacco Co. 671 hogsheads of tobacco, to come 
out of those of the Lexington stock, and 65 hogsheads belonging to other dealers 
on which we make 3 per cent commission. 

We have also sold Mr. Kirk approximately 900 hogsheads, including L and 
GG and G grades, out of the Lexington stock. 

I can not agree with Mr. Goodson that he should be allowed his pro rata 
interest in the sales which we made from the Lexington stock in advance of 
the figures understood between Mr. Goodson and myself, whereas I do not 
think it will make any particular difference to either he or ourselves in doUars 
and cents. It will necessarily cause us a great deal of trouble to keep up to the 
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date on each particular lot and there will no doubt be some time to come before 
the entire Lexington stock is closed out. 

I am very much surprised, indeed, that this matter was even mentioned by 
Mr. Goodson, as in my mind the valuation which I placed on the various 
grades were exceedingly lenient and much in his favor. 

All of these tobaccos will have to be reweighed and every hogshead of the 
lot sold to Reynolds will have to be sampled, which will put us to a good deal 
of extra trouble and expense. At the prices agreed upon between the writer 
and Mr. Goodson the Lexington office is to bill these tobaccos at original 
weights, which will necessitate this office standing for the loss in weight, which 
will be a considerable item, since the tobaccos have been sampled a good deal. 
The smaller lots, such as No. 6, KC, KD, and KE, were sold to the American 
Tobacco Co. at approximately $2 per hundred over the price w^hich we are to 
allow the Lexington office, which, after allowing us a 3 per cent commission 
for making the same and standing the loss in weight, will make things about 
equal. The G and GG grades sold to Reynolds were sold at $18, whereas we 
are to allow Lexington $17.50 by the old weights and will have to get an 
inspected sample of each hogshead. 

I believe in being as lenient as possible with all of our men, but In so much 
as Mr. Goodson has now severed his relations with the Lexington office the 
disposition and trouble in disposing of their stocks falls upon us, and I am at 
a loss to understand why he should expect to be allowed the advantage of 
an advance in market. Probably after realizing the trouble which it causes 
us to keep the account separate we think w^e have undoubtedly been as lenient 
with him as possible consistent with good business. 

We have as yet been unable to sell the HE grade, but we are expecting 
another call from Mr. Kirk about noon to-day and will endeavor to dispose of 
this and other 16ts. 

Please advise me by wire if you are leaving for New York the latter part 
of this week, and if you only anticipate making a short visit there I will meet 
you and accompany you South. I am not at all certain that I will be able 
to leave here, and in case 1 am I will wire you. However, I would like very 
much to have a talk with you, and in case I am unable to come East now shortly 
I hope that you can find an opportunity to pay us at least a short visit. 

With kindest personal regards we beg to remain, 
Yours, very truly, 

G. O. Tuck & Co., 
Branch International Planters Corporation^ 

By H. Dickinson, Vice PreHdent. 

It appears from the following letter between officials of the K. J. 
Reynolds Co. that the Lexington representative of that concern knew 
on the night of December 18 that the American Tobacco Co. would 
be off the market on December 19. 

December 20, 1919. 
Mr. W. N. Reynolds, Winston-^aleni, N. C. 

Deaa Sib: Bales on Lexington market this week, 5,022,040, average $60.14. 
A. T. Co. were off tlie market yesterday in Lexington and several outside 
points. I received this information the night before from Mr. W. E. Sandy and 
from Mr. Harry Drake, who had read telegrams sent from the New York office 
of tlie A. T. Co. The market here yesterday and to-day was much lower, and 
the best farmers in this section were selling their good tobacco. Among the 
number were Henry Martin, Burt Davis, Chas. Berryman, and many others. I 
bought tobacco heavily, and Mr. Williams and myself have just gone over the 
entire sale, and we feel confident we acted wisely. 

With the withdrawal of the American Tobacco Co. from the market, J. P. 
Taylor Co., with an order from the American Tobacco Co., purchased heavily, 
with a limit of 69 cents. I know absolutely that Taylor Co. are buying for 
American Tobacco Co. Our competitors yesterday on high-class smoking 
tobacco were the Export Tobacco Co. and Kirkpatrick & Stevens. 

The more I see of the crop convinces me we must take all the L, F, and G we 
can get. I am going very easy on X and XX and am fighting for quality in our 
A and B grades. 

Yours, very truly, 

T. H. Kirk. 
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The reply to the above letter is set forth below : 

Decembeb 23, 1919. 
Mr. J. H. Kirk, Lexington, Ky. 

Dear Sir : I have your favors of the 19th and 20th, which I note with much 
interest. 

I am very sorry to hear of Mr. Petty's fire; I am afraid he will not have 
sufficient insurance to cover the loss. 

I was in New York last week and heard there that the Kentucky markets had 
eased off considerably in prices. I also learned that the A. T. Co. had pulled 
or would pull off the market, but do not think it is so. 

I saw some of your hurleys yesterday and to-day and was very well pleased 
with the quality of same. The majority of the grades were a little better than 
I expected to see, and I only saw tobaccos from a few markets. I notice a 
report from Richmond which would indicate that that was the highest market 
in the district. I hope you will succeed in getting your tobaccos still cheaper 
after the holidays, as there is lots of room for a decline, and then tobaccos will 
be very high. At the same time I want to get our requirements but do not 
want to buy any more than we will need at these prices, as money is very tight 
now, with a high rate of interest. 

I hope you can come over and spend a day or two with us before your mar- 
kets open again. 

The R. J. Reynolds Tobacco Co. was quick to take advantage of 
the withdrawal of the American Tobacco Co., as can be seen from 
the following telegram from Mr. T. H. Kirk to W. N. Reynolds, his 
superior officer, in Winston-Salem, N. C. : 

December 30, 1919. 
W. N. Reynolds, Winston-Salem, N. C: 

A. T. buyers off market all over district. Markets much lower. I have 
bought very heavily yesterday and to-day, but rejections heavy. Will have big 
load if they remain off until January 5 as reported. 

T. H. KiEK. 

The reply to this telegrain, which is set forth below, indicated the 
position the R. J. Reynolds Tobacco Co. had taken in the hurley dis- 
trict at the time the American Tobacco Co. went off the market. The 
following letter shows that Mr. Reynolds appreciated the position 
his concern had in the hurley markets. An explanation of his atti- 
tude at this time can be seen in the second paragraph : 

January 2, 1920. 
Mr. T. H. Kirk, Lexington, Ky. 

Dear Sir : Your telegram of the 30th received on my return home, and I note 
what you say with reference to the markets. 

On account of the absence of some of the buyers, it is evidently a good time 
to ease the market down very materially, and at the same time get your full 
share of the tobaccos suitable for our purposes. If you once get down on a 
conservative basis the chances are that you will have a more sensible market the 
remainder of the season. Our attitude on this crop will have a great deal to do 
with the prices, and we have therefore got to act with considerable discretion, as 
well as conservatism, but at the same time try to get our requirements. In 
other words, you will have to do a little " camouflaging." 

I do not think you need have any fears now from the speculators, especially 
those who do an export business, as I was reliably informed when in New York 
that the export business was practically dead on both leaf and cigarettes, and 
that European cigarette manufacturers are now working on half time. New 
York banks are also refusing to loan money for speculating purposes ; I know 
that some of the leaf men have recently been turned down who expected to 
make considerable purchases in Kentucky In case there should be a break in 
the hurley markets. 

I haven't seen any hurleys since my return home, but I understand from the 
leaf department that the quality is satisfactory. 

Yours, very truly, 

W. N. Reynolds. 
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Tho attitude of the E. J. Reynolds Tobacco Co. can be further seen 
in the following letter. It would appear that the time was ripe to 
" seesaw the market." since the R. J. Reynolds Co. had been able to 
make large purchases while the American Tobacco Co. was off the 
market. It could then afford to reduce its percentage and let the 
American increase its percentage. The third paragraph of the fol- 
lowing letter is significant : 

January 12, 1920. 
Mr. T. H. Kirk, Lexinffton, Ky. 

Dear Sir: Your favor of the 8th instant received, and I note with interest the 
information contained therein. From the tone of your letter you appeared to 
be so very bullish that I wired you as follows: "Letter 8th. Would it not b*e 
advisable to play conservative for a short while? Eaton left here this morning 
for Abingdon, Johnson City, and Greenville," which I now beg to confirm. 

In view of the fact that the A. T. Co. has just come back on the market, I 
thought it might be advisable to take things a little quiet for a few days, as it 
might have a tendency to steady the market to a lower level and at the same 
time enable you to get your part of the receipts and at a lower price. In going 
after them so strong on the beg'nning of their entering the market, it will have 
the appearance that we are overly anxious about getting our requirements, it 
might be a good time to seesaw the market, though w^e may not have reached 
that point where we can afford to take a chance, and we here shall be governed 
largely by your judgment in the matter, as you are on the ground and should 
know the conditions better than we do. 

I had Mr. Eaton go to Greenville, Johnson City, Bristol, and Abingdon, leav- 
ing here this morning. The two places that required his attention the most 
were Bristol and Abingdon, as we are getting cheaper tobaccos from there than 
anywhere else, quality considered, and we were not getting as large a per cent 
from there as we thought we ought to. The main object of his visit is to look 
after these two markets. 
Yours, very truly, 

W. N. Reynolds. 

. On January 13 Mr. W. H. Reynolds received a letter from Mr. 
Kirk written on the 10th. This letter was not found in the files, but 
a telegram from Mr. Reynolds to Mr. Kirk in reference to it was 
found. It was as follows : • 

Letter 10th. Disregard my telegram of yesterday. Use your judgment as 
to purchases. 

Just after sending this telegram Mr. Rejmolds received the fol- 
lowing telegram from Mr. Kirk : 

Telegram received. Markets this district flooded with tobacco. The quality 
will be offered during next two weeks. I have tried backing up and L. & M. 
and A. T. Co. take every pile of color. 

In replying to this letter on the same date Mr. Reynolds further 
. explains the position of the Reynolds Tobacco Co. in the purchase 
of its requirements in the hurley section. A change in policy is seen 
due to the fact that Mr. Kirk reported that the best colory tobacco 
would be marketed during the following two weeks. Attention is 
directed to the fourth paragraph of the following letter : 

January 13, 1920. 
Mr. T. H. Kirk, Lexington, Ky. 

Dear Sir: On receipt of your letter of the 10th instant this morning I wired 
you as follows : 

" Letter 10th. Disregard my telegram of yesterday. Use your judgment as 
to purchases '* — 

which I now beg to confirm. Just after sending this telegram I received your 
telegram, reading as follows : 
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" Telegram received. Markets this district flooded with tobacco. The qual- 
ity will be offered during next two weeks. I have tried backing up, and L. & M. 
and A. T. Co. take every pile of color/* but as my telegram practically answered 
yours, I did not think it necessary to answer this telegram by wire. 

In wiring you yesterday it was not my intention for you to buy less of the 
good colory tobaccos, especially tlie light-bodied types. Taking your week's 
purchases as a whole, thought possibly if you would be a little indifferent for 
the first two days of this week, you would be able to make up your losses the 
remainder of the week • and possibly save money. However, your letter of 
the 10th and telegram of the 12th, which was received this morning, threw 
a different light on the situation. As the good and medium smokers are the 
types that we need most, and as you think the bulk of these types will be 
sold in the next two weeks, we have no time to play with the market. 

I hope to be with you the latter part of this week or the first of next. 
Yours, very truly, 

W. N. Reynolds. 

On February 11, 1920, Mr. Reynolds sent the following telegram 
to Mr. Kirk : 

Advise buying less this week. Redrying plants in bad shape. 

On the same date Mr. Reynolds wrote a letter to Mr. Kirk con- 
firming his telegram and stating that in addition to the redrying 
plants being in bad shape the object was to " try the market out, 
owing to the sufficiency of the crop and the probability of lower 
prices. This letter is set forth below in full : . 

Febbuaby 11, 1919. 
Mr. T. H. Kirk, Lexingtonj Ky. 

Dear Sib: After writing you yesterday I received your favor of the 8th 
instant, together with report of purchases up to and including last week, 
which shows some more than I thought we had bought. I note that you esti- 
mate about 100,000,000 pounds more hurley to be sold ; that being the case, we 
can take a smaller per cent than you have recently been buying, which I think 
is the sensible thing for us to do under present prices. We do not want to 
buy a pound more of this crop than we are compelled to have. 

Owing to the high cost of leaf and the increase in the revenue tax on to- 
bacco, I do not believe we are going to sell as much P. A. this year as we sold 
last year, and if our business should drop off considerably on P. A. this year 
we might be caught with a surplus of very high tobacco. However, think we 
will be safe in buying around 60,000,000 pounds. 

After going over your report of purchases very closely, I wired you as fol- 
lows, to both Lexington and Maysville : "Advise buying less this week. Redry- 
ing plants in bad shape " ; which I now beg to confirm. 

I tried to get you over the phone at Lexington last night, but learned that 
you were in Maysville, but could not get you there ; this is the reason I wired 
you to both places. The object of these wires was to try the market out by 
buying a smaller per cent this week, and at the same time give us a chance to 
get our redrying plants in better shape. We have 175 cars on the tracks here 
now, besides having 2,000 hogsheads of green tobacco stored, which I am very 
uneasy about. I am afraid you are in equally as bad shape in Lexington and 
Maysville. 

In my judgment hurley tobacco will sell considerably cheaper before this 
entire crop is sold, and I feel that any dealer who has any tobaccos recently 
bought on hand July 1 will have a tremendous loss in same, as a 300,000,000- 
pound crop will be sufficient to supply the manufacturers of this country their 
immediate requirements, and none of them are going to buy any surplus at pres- 
ent prices. 

I also note that you say if you were not with the company you would get 
busy and buy a purchase of tobaccos this week on speculation. I am willing 
to put myself on record by prophesying that if any speculator should make a 
purchase of these tobaccos at last week's prices, and did not sell before the 
middle of June or 1st of July, he would get the worst drubbing any man ever 
caught in the tobacco business. 

We stopped Mr. Phelon from buying last week at Owensboro; our common 
tobaccos here are now very much cheaper than those from Owensboro or the 
one-sucker district, either. 
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If I can get away conveniently, I may come out to Lexington some time in 
the early part of next week. 
Yours, very truly. 

On February 14, 1920, Mr. Kirk submitted a report in the form 
of a letter to Mr. Reynolds covering the purchases of burley leaf 
tobacco to that date. It would appear that the price for good to- 
bacco as well as common tobacco had been lowered, and that Mr. Kirk 
had been able to take advantage of the erratic buying of his com- 
petitors. Attention is directed to the third paragraph of his letter 
which is here set forth in full : 

February 14, 1920. 
Mr. W. N. Reynolds, Winston-Salem, N. C. 

Dear Sib: Inclosed find detailed report of purchases of February 7, 52,- 
446,603, at an average of $54.36. 

I have purchased to date approximately 59,000,000 pounds of tobacco. I 
have mailed the leaf department under separate cover printed slip showing 
how I Iteep up with the amount of my purchases. The amount of tobacco 
named is tobacco that has been actually paid for. 

I have had what I consider a very satisfactory weelj. A. T. Co., J. P. Co., 
and J. M. Edmunds Co. have been in and out, and we have been talking advan- 
tage of it. While the high grades of tobacco in Lexington and all over the 
district are getting very scarce, we are getting much useful tobacco at reduced 
prices. Low grades on Friday this week are considerably easier on account of 
the Edmunds Co. being blocked in their prizing houses. 

There is much tobacco selling 16 cents and down that I am in favor of buy- 
ing to keep over another year if the crop pans out larger than I anticipate, but 
I do not believe this will be the case. I think the figures you, Mr. Williams, 
and myself made on the actual tobacco in the crop will be approximately cor- 
rect, and I will have to do my utmost to secure our requirements. I believe 
in another year the J. P. Taylor Co. will handle the leaf business of the A. T. 
Co. L. & M. are buying heavily on all markets. In most places they are dis- 
posed to treat us fairly. 
Yours, very truly. 

It should be noted here that at this time the American Tobacco 
Co. was buying only two grades on the burley markets, the J. P. 
Taylor Co. was buying five American grades and all of the Loril- 
lard grades on those markets as well as a large order for the Imperial 
Tobacco Co. The J. M. Edmunds Co. was buying two of the Ameri- 
can grades as well as its own orders for other concerns, including 
the Export Leaf Tobacco Co. 

By the Imperial Tobacco Co, {Ltd.). — This company bought prac- 
tically all of its burley over loose-leaf floors in Kentucky in the 1919 
crop season through dealers. A large order approximating 700,000 
pounds was purchased on order for them on the Le:xington, Mays- 
ville, and Richmond, Ky., markets by the J. P. Taylor Co., who were 
purchasing similar grades and types for the P. Lorillard Co. and 
the American Tobacco Co. 

It also appears from correspondence taken from the Taylor files 
that purchases were made in Huntington, W. Va., through the H. E. 
Spilman Co.,^ the L. B. Jenkins Co., at Harrodsburg, Ky., the Stand- 
ard Leaf Tobacco Co.,^ at Danville, Ky., and the H. T. Soaper Co.,* 

Lancaster, Ky. 

^ ^ 

» The H. E. Spilman Co. purchased on order for the G. O. Tuck Co., at Huntington, for 
the Liggett & Myers Tobacco Co. on the Ohio markets and at Hurricane, W. Va., and also 
for the J. P. Taylor Co. and the P. Lorillard Co. 

'The Standard Leaf Tobacco Co. was at that time a subsidiary of the G. O. Tuck Co., 
branch of the International Planters' Corporation. 

» H. T. Soaper & Co. bought on the Lancaster market and other markets for J. P. 
Taylor Co. and P. Lorillard Co. 

73909—21 1 
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that the price was going high, and the Export Leaf Tobacco Co. 
began to give orders to the G. O. Tuck Co. to purchase on other mar- 
kets for the account of the Export Leaf Tobacco Co. The following 
letter dated December 8, 1920, from the vice president of the Export 
Leaf Tobacco Co. in New York to another official of that concern 
then in Lexington, Ky., gives an outline of the situation at this time : 

December 8, 1920. 
Mr. T. M. Anderson, 

Kentucky Tobacco Redrying Co,^ Lexington, Ky, 

Dear Sir: The writer begs to acknowledge your telegram of the 7th, sent 
from Louisville, which has been read with a great deal of interest. I am sorry 
you did not say anything in same with reference to the prices which are being 
paid for grade VP on the Owensboro market. 

I think you are doing entirely right in giving the small order for trashes at 
around 10 cents. I note that you will visit Bowling Green and spend a day on 
the Louisville market with a view of giving orders to the Tuck people for 
grades U and W, and I trust we will be able to purchase these two grades at a 
lower price than same are costing on the Lexington market. 

We are inclos'ng copies of letters we are addressing to the Tuck people at 
Cynthiana and Paris, which are self-explanatory. It will, of course, be in 
order for you to change these Instructions any way you may wish. I am simply 
writing the letters so that there may be some record as to arrangements we 
have made verbally with the Tuck people on the two markets in question. 

I am just in receipt of advice from Mr. Flippen to the effect that all dark 
grades went off considerably on Friday. For illustration, on Wednesday he 
had to pay an average of around 40 cents for CN and Friday around 37 cents. 

I note that you expect to visit Lynchburg on Friday. 
Very truly, yours, 

R. C. Harrison. 

Attention is directed to the following language in the second 

paragraph of the above letter : 

I note that you will visit Bowling Green and spend a day on the Louisville 
market w'th a view of giving orders to the Tuck people for grades U and W, 
and I trust we will be able to purchase these two grades at a lower price than 
same are costing on the Lexington market. 

The following letter of instructions was sent from the New York 
office of the Export Leaf Tobacco Co. to the G. O. Tuck Co., Cyn- 
thiana and Paris, Ky. : 

December 8, 1919. 
Messrs. G. O. Tuck & Co. 

Cyntliiana-Paris, Ky. 

Gentlemen : In confirmation of our verbal wishes expressed to you, we shall 
be glad if you will purchase for our account our grades S, T, U, and W, not 
exceeding the following prices, respectively, 89 cents, 75 cents, 60 cents, and 

S5 cents. 

We wsh you to pay particular attention to avoiding wet tobaccos, as the 
leaf may be in transit quite a lengthy period before reaching our Richmond 
brancli. You will doubtless understand that we wish you to pack these tobaccos 
green and ship same to Export Leaf Tobacco Co., Richmond. 

In view of the conversation which Mr. Dickinson had with the subscriber in 
the Phoenix Hotel, Lexington, we are not certain just what commission you 
propose charging us for purchasing our tobaccos, and shall be glad to have 
your advice regarding this matter. 

We shall also be glad if you will telegraph at our expense the following 
Information on Friday evening of each week : Quantity purchased of each grade 
and price paid for the entire week. For illustration, if your telegram reads as 
follows same will be perfectly understood: 

" S ten thousand pounds at 85 cents, five thousand at 70, etc." 
Very truly, yours, 

Export Leaf Tobacco Co. 
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The buyers of the G. O. Tuck Co., at Lexington, Cynthiana, and 
Paris continued to buy the export grades in accordance with instruc- 
tions outlined. The following letters, dated January 31, 1920, from 
the vice president of the Export Leaf Tobacco Co., of New York, to 
a similar official in Richmond, Va., as well as the reply thereto indi- 
cates that all purchases by the G. O. Tuck Co. for the account of 
the Export Leaf Tobacco Co. ceased on February 2, 1920 : 

Export Leaf Tobacco Co., 

511 Fifth Avenue, 
New York, N. Y,, January SI, 1920. 
Mr. T. M. Anderson, 

Export Leaf Tohaeco Co., Richmond, Va. 

Dear Sir: We are just in receipt of a telegram from Paris, Ky., reading: 
" Purchased this week including sale January 29th. Grade T six thousand 
four hundred at seventy-four twenty." 

In view of the fact that there is only a small quantity of this grade or as a 
matter of fact any other grade of hurley to be purchased, we would suggest 
that all points discontinue buying except Lexington. I discussed this matter 
with you yesterday, but thought it just as well to remind you of it. 

If you have not already instructed the Louisville people as well as Paris and 
Cyuthiana I would suggest that you telegraph them at once. 
Very truly, yours, 

Export Leaf Tobacco Co., 
By R. C. Harrison. 



February 2, 1920. 
Mr. R. C. Harrison, 

Export Leaf Tobacco Co., 511 Fifth Avenue, New York City. 

Dear Sir : I wish to acknowledge receipt of yours of the 31st ultimo, relative 
to telegraphic report you received from Paris, Ky., for 6,400 pounds, grade TK, 
including sales of January 29, and suggesting that in view of our small require- 
ments at this time we instruct Louisville, Paris, and Cynthiana to discontinue 
purchasing all grades. We wish to say that we are not making purchases at 
Cynthiana, and have to-day wired G. O. Tuck & Co., at both Louisville and 
Paris, to discontinue purchases, copies of which telegrams and confirmation of 
same are herewith inclosed. 

I wish to say that the subscriber was under the impression that you would 
instruct both Louisville and Paris to discontinue purchases in view of his letter 
addressed to you on the 22d ultimo. However, I find this morning, much to 
my surprise, that the above-mentioned letter, along with several others, had 
been missent to Mr. Breedlove, at Louisville. I shall be inclosing these letters 
to you to-day under separate cover. 
Yours, very truly, 



The records of the Export Leaf Tobacco Co. show that the G. O. 
Tuck Co. purchased for its account about 300,000 pounds of burley 
leaf tobacco on the Louisville, Cynthiana, and Paris, Ky., markets 
during the season of 1919. 

Prior to the opening of the loose-leaf floors in December, 1919, for 
the 1919-20 season, the G. O. Tuck Co. organization purchased a 
quantity of burley leaf tobacco from the 1918-19 season on order for 
the Export Leaf Tobacco Co. 

IN THE DAKK WESTEBN DISTRICT. 

By the American Tobacco Co. — The American Tobacco Co. utilizes 
about 20,000,000 pounds annually of what is known as Green River, 
one-sucker, and dark-fired tobacco. The Green Eiver tobacco is 
bought principally on the loose-leaf floor at Owensboro and Hender- 
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son, Ky. The one-sucker tobacco is purchased on various markets, 
including Eussellville, Bowling Green, Scottsville, and Gla^ow, Ky. 
Some hurley is also purchased on the above markets. The oark-fired 
tobacco used by American Tobacco Co. comes principally from the 
Hopkinsville and Clarksville districts. A branch of the* American 
Tobacco Co. is located at Owensboro, Ky., and practicallv all the 
tobacco, including one sucker or dark fired, bought by the American 
Tobacco Co. in that particular territory, is bought by its salaried 
buyers. However, some orders were placed with Universal Leaf 
Tobacco Co. for dark-fired tobacco to be purchased at Hopkinsville. 

There was considerable complaint during the 1919-20 crop season 
against the American Tobacco Co. for holding off the market and 
thereby causing it to break. The secretary and treasurer of a large 
tobacco-leaf dealer in Owensboro, Ky., upon being initerviewed, 
stated that the cause of the slump in prices last winter was due to 
low foreign exchange and to the fact that the American Tobacco Co. 
went off the market so suddenly. 

On November 20, 1918, the American Tobacco Co. issued its in- 
structions as to the amount of variolas grades of Green River, one- 
sucker and dark-fired type which it wished to purchase on the west- 
ern Kentucky market. At that time the total amounted to 20,000,000 
pounds — about 6,000,000 pounds of one-sucker tobacco, 1,000,000 
pounds of dark fired, and 13,000,000 pounds on Green River. On De- 
cember 13, 1919, the Green River leaf department of the American 
Tobacco Co. confirmed an order placed with the W. H, Winstead Co. 
(Inc.), branch of the Universal Leaf Tobacco Co., for lugs from the 
upper Cumberland district not to exceed 50,000 pounds. Appar- 
ently only about 14,000 pounds were purchased. 

The American Tobacco Co. itself entered the various markets on 
or about December 5, 1919, and continued to purchase until December 
19, when all buyers were called off the market. On December 
27, 1919, instructions were sent to the various buyers under the super- 
vision of the Green River leaf department of the American Tobacco 
Co. to discontinue buying on all grades until Monday, January 5, 
1920. This letter of instructions is set forth in full on page 63 of 
this report. 

As in the hurley section, the apparent purpose of the American 
Tobacco Co. in holding off the market at tliis time was to force the 
price lower. An examination of the field report received by the 
Green River leaf department of the American Tobacco Co. would 
indicate that the American's action had had the desired effect on the 
Owensboro market. Buyers of the American Tobacco Co. were re- 
quired to furnish reports from December 20 until January 5, even 
though no purchases were made by the American Tobacco Co. The 
following table shows the average prices at which the various gradea 
purchased by the American Tobacco Co. were sold during that period 
of time on the Owensboro market, and also the average prices at 
which the same grades sold during December, and for January and 
February when the American reentered the market : 
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Table 27. — Analysis of American Tobacco Co. purchases on Otcenshoro market^ 

1919-20 ciop. 

GREEN RIVER. 



Average price. 



Dec. 1-17, 1919 

Dec. 18, 1919, to Jan. 2, 1920. . . 
Jan. 5, 1920, to Feb. 10, 1920... 
Feb. 11, 1920, to Apr. 21, 1920 . 



WL. 


GB. 


WN. 


WO. 


WLC3. 


WV. 


WM. 


WK. 


WL2. 


124.65 
21.48 
21.47 
16.81 


118. 98 
17.91 


115. 58 
15.12 


110. 74 
10.00 


114.55 
10.80 
11.39 


125.37 



118. 75 
18.83 


139. 74 
44.87 


119.03 
17.56 


11.57 


8.52 


5.76 








13.19 











Per 

cent of 

total. 



26 



7 
20 



BURLEY. 



Average price. 


KK. 


KS. 


KT. 


KU. 


KW. 


KWA. 


KO. 


KL. 


KELT. 


KUA. 


KT2. 


Per 

cent 

of 

total. 


Dec. 1-19, 1919 


$33.52 


■ V 

$90.61 
82.82 

75.00 


$63.51 
62.84 

50.00 


$59.60 
55.91 

45.00 


$35.73 
30.48 

30.00 


$27.04 


$31.23 


$53.40 


$61.85 


$42.19 


$58.26 


11 


Jan. 6-9, 1920 


9 


Dec. 29, 1919, to Jan. 5, 
1920 





































It will be seen from the foregoing table that those grades of Green 
River type, which the American discontinued purchasing on the 
Owensboro market, December 18, 1919, and did not begin buying 
again until February 11, 1920, were then purchased at much lower 
prices. 

The table also shows that what burley tobacco was purchased after 
January 2, 1920, was bought at prices substantially lower than the 
average price paid by the American Tobacco Co. before December 18, 
1919. 

The estimated prices at which the American grades of both burley 
and Green River were sold on the Ownsboro market December 19, 
1919, to January 5, 1920, were also lower than the average prices 

Eaid by the American for the same grades during the month of 
December, 1919. 

The following quotation, taken from a letter from Mr. B. R. 
Miller, manager of the Green River leaf department of the American 
Tobacco Co. to his superior officer gives further indication of the 
purpose of the American Tobacco Co. : 

If the Green River crop is as short as predicted we certainly need to be 
buying this week, especially when prices look so reasonable. 

The following letter between the same parties also should be con- 
sidered in this connection : 

December 30, 1919. 

Mr. J. H. Mahler, 

Vice president the A. T, Co., New York City. 

Dear Sir: We are very sorry not to be on the markets this week, as the 
market is more reasonable, though the offerings at Owensboro are lower in 
quality. 

After looking over the floors on Monday we consider the only grades that 
show much decline are grades GB and WLC No. 3. Sales were resumed at 
Henderson, Owensboro, Glasgow, and Carthage, Tenn., on Monday; the rest 
of the southern Kentucky markets, we think, wiU not open until the last of this 
week or first of next. 
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The main reason we re^et not being able to bny this week is that tobacco is 
selling right freely in the country in the Green River district. 

Top grades of barley sold very much cheaper in Owensboro yesterday, as 
Liggett & 5Iyers representative and ourselves have been about the only bidders 
on these grades, though the market was some easier on the low grades as well. 

We inclose clipping from a local paper, which may be of interest to you. 

"The market in the fired district opened strong, the loose-floor average at 
HopkinsviUe being about $21.50, while at Springfield, Tenn., the average was 
nearly $27. There is some uneasiness in that district for fear that the export 
trade, as well as Italy, will not be able to hold the market around the opening 
prices, though the farmers are holding their crops from $30 to $40, crop round, 
expecting to sell at the bams, and not over the loose floors. The H<^klnsville 
district is the only one that will sell the bulk of this tobacco over the loose floor." 

We certainly hope to have you visit our markets when we resume buying. 
Yours, very truly, 

Gbeen River Leaf Depabtment, American Tobacco Co. 
PerB. R. Miij:xr. 

On January 1, 1920, the following telegram was sent from Mr. 

Miller to Mr. Mahler as a report on the conditicHi of the market. The 

latter part of the telegram is worthy of notice. 

January 1, 1920. 

J. H. BIahleb, 

Vice President, 111 Fifth Avenue, New York. 

No especial change in market. All grades hurley reasonable. M^ium to 
low grades cheap. Bledium to low grades dark especially cheap. More rejec- 
tions than earlier in week. With our competition market would soon come 
back. 

B. R. Milleb. 

The third paragraph of the following letter is also indicative of 
the purpose of the American Tobacco Co. in holding off the market 
during the last week in December : 

Mr. J. E. Lipscomb, Jr., 

The American Tobacco Co., Louisville, Ky, 

January 2, 1920. 

Dear Sib: Sales have been full in Owensboro all week, with the exception 
of one set of buyers having only half day to-day. Prices have held somewhat 
better than we expected, though we think about the lowest with the close of 
the week. 

Sales at Henderson have been light since Wednesday. The sales in southern 
Kentucky did not open until the middle or last of the week, except at Glasgow 
and Hartsville. Burley sales were discontinued entirely at Glasgow, only seU- 
ing the dark until the middle of the week, though they may have had one or 
two burley sales at the close. 

Being off the market has not shown the difference in the one sucker that 
it has in the Green River, as we were buying such a small per cent. Trashes 
and the low grades were some cheaper in the one sucker, though the WD type 
has grown stronger. . Reynolds is right active in buying high colored WD and 
the price has advanced several dollars upon several markets where they buy. 

We have gotten in very bad shape as to labor at Owensboro and Henderson 
on account of having retired all of our tobacco and by putting our tiers to 
stemming to hold our organization together. Our stemming will not last over 
one week, in the meantime we have lost a lot of day hands who may be hard 
to get back should we begin buying freely next week. 

We have to-day instructed all bu.vers to begin buying the grades that we 
were buying before the holidays and to try to lower their average if possible. 
We fear that when we begin taking our per cent next week prices will soon get 
back to where they were, but to fill our requirements, especially of the dark^ 
we must soon begin taking our per cent, after having lost one week. 

All predictions are that the crop will show shorter than first anticipated, 
both in the one sucker and Green River section. 
Yours, very truly, 

B. R. Milleb. 
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On January 3, 1920, general instructions were sent out to the buyers 
under the supervision of the Green River leaf department of the 
American Tobacco Co. to reenter the market on Monday, January 5, 
and resume buying all grades. 

That we were buying before the market closed. We do not wish to buy 
freely the first day, but after trying the market out if you find our competitors 
will not let you have the required percentage we will have to meet the market 
In order to get our percentage, even if you have to pay the same averages ycru 
were paying before the market closed. Should prices decline do not increase 
your percentage but reduce your averages. 

On January 6, 1920, instructions were sent to Mr. B. R. Miller, 
manager of the Green River Leaf Department of the American To- 
bacco Co., Owensboro, Ky., to discontinue buying all grades in the 
Green River section except bne, and all grades in the one-sucker 
section except five, and all purchases being made in the dark-fired 
section. This letter of instructions is as follows : 

Januaby 6, 1920. 
Mr. B. R. MiLLEB, 

The American Tobacco Co., Owenshoro, Ky. 

Deab Sib: Confirming the conversation I had with you over the phone this 
afternoon, I beg to advise that you may discontinue buying all grades in the 
Green River section except WLC No. 3, and all grades in the one-sucker sec- 
tion except WD, GC No. 1, WF, WFF, OLC No. 3, and WVC. You will also 
discontinue entirely the purchase of the fired grades. 

These instructions are final ; therefore, you can make arrangements to let as 
much of your labor as possible go as soon as you wind up what you have on 
hand. 

In buying the few grades that you have please buy same conservatively with 
a view of remaining on the market throughout the season, at the same time 
get your requirements of these grades. 
Very truly, yours, 

J. E. Lipscomb, Jr. 

On January 17, 1920, the buyers of the American Tobacco Co. in 
the one-sucker section were allowed to increase their averages in the 
purchase of tobacco in that section. 

About this same time the officials of the American Tobacco Co. 
decided not to purchase the dark-fired grade until later in the season. 
The fourth paragraph of the letter from J. E. Lipscomb, manager 
of the Louisville Leaf Department of the American Tobacco Co., to 
Mr. J. H. Mahler, vice president of the American Tobacco Co., dated 
January 19, 1920, set forth on page 68 of this report, explains this 
situation. 

On or about January 20, 1920, the market at Owensboro reached 
such a low ebb that the manager of the Green River Leaf Department 
of the American Tobacco Co., in writing to the vice president of that 
concern in New York City, is quoted as follows : 

The market in Owensboro was very much lower to-day upon medium and 
common grades, consequently we can buy freely of grade WLC No. 3. We 
have noticed some very good WL grade selling from $16 to $20, GB from $14 
to $17, and WN from $11.50 to $14. The market is very irregular ; some time 
during the day prices go back almost as high as when we were on the market. 

We know our instructions to discontinue buying were final, though Mr. Lips- 
comb has advised that we keep you posted, and for this reason we are sug- 
gesting that at times we can pick up some very cheap tobacco. 

Another paragraph of this same letter indicates that competitors 
of the American Tobacco Co. were well aware of the attitude of that 
concern and did not always approve of same. The last paragraph 
of this letter is quoted as follows : 
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We beg to advise that this morning Mr. Clarke, the Imperial field man from 
Henderson, suggested that they are very sorry we are off the marltet, as he 
thinks that in the long run it is not a good ide,a to let the loose floor tobacco 
sell too low this season. 

While the effect of the American's action of holding off the market 
and buying under cover in the dark-fired district would not be as 
serious as in the Green River or hurley districts, yet the following 
letter clearly indicates the purpose of the American Tobacco Co. in 
its action as well as the effect it hoped would obtain therefrom. 

January 20, 1920. 
Mr. J. H. Mahleb, 

Vice President the A, T, Co., New York City. 

Dear Sib: Referring to the purchase of grade GL of the fired lugs, beg to 
advise that very little of that crop has been sold, and we expect it to sell lower 
than prices being aslied, which are very much above loose floor prices. If all 
that tobacco was sold over the loose floor we would suggest that the waiting 
plan would be decidedly better, but we expect less than half of the entire 
crop to be sold over the loose floor. The largest loose floor markejt in that dis- 
trict is Hopkinsville, Ky., and they have sold over 5,000,000 pounds at an aver- 
age of about $21.90. 

In the other districts the most of the tobacco will be sold at the bam, the 
lugs from which we will not have a chance to buy, except from dealers, packed 
in hogsheads, which are usually cornered with common tobacco, and we will 
get a mixed lot of lugs. 

We are buying tobacco at Russellville, Ky., and have boughf a small amount 
of this grade at an average of $14.33 before we had instructions to stop buying. 

We arranged with Mr. Jamison, of the Universal, to have his buyer at 
Hopkinsville, Ky., begin buying for us, though after buying for two weeks he 
had only purchased about 7,000 pounds, at a $17 average. They are buying 
lugs for their own account, and we do not think they were giving our order 
the attention it should have. 

Inasmuch as we have 750,000 pounds of this grade to buy, and only three or 
four markets to buy upon, do you not think it would be wise to resume buying 
in a small way and get what bargains we find in the good, ripe lugs? 

I expect to visit two or three of these fired markets this week, and can advise 
later if the prices have changed since my last visit. 

We think when we begin buying we shall put our own buyers on these mar- 
kets who will look after the purchase more closely, and we have available men 
who can do this work. 
Yours, very truly, 

Green River Leaf Department, American Tobacco Co., 
Per B. R. Miller. 

It will be noted in the fourth paragraph of the above letter that 
arrangements had been made for the buyer of the Universal Tobacco 
Co. to buy for the American Tobacco Co. at Hopkinsville, Ky., and 
also that in the last paragraph it is suggested by Mr. Miller that 
American buyers should cover the markets. 

The condition of the market as a result of the American Tobacco 
Co. holding off at Owensboro and Henderson and elsewhere in the 
dark section is set forth in the following letters from Mr. Miller, 
manager of the Green River leaf department of the American To- 
bacco Co. to Mr. Lipscomb, of the American Tobacco Co. : 

January 31, 1920. 
Mr. J. E. Lipscomb, Jr., 

The A. T. Co.y Louisville, Ky. 

Dear Sir: Owing to the fact that we are buying trashes only in the Green 
River district, I have spent most of the time during the last few weeks in the 
one-sucker district. 

The market was closed for this week at Henderson, though remained open 
at Owensboro. Prices continue strong on high-grade leaf and good trashes, 
though prices upon low-grade tobacco has been much lower all over the country 
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this week. Grade GB and WN continue much the cheapest of our grades in the 
Green River. A very good line of GB without our competition sold for $14 to 
$16 and WN grade from $1 to $13. 

In the one-sucker district the best grades have been strong, with low grades 
much lower in price. 

We are buying very little OLC No. 3, as it does not appear on the market. 
The quality of that crop has been much lower since the beginning, and for this 
reason we can not buy freely of our grades. We have cautioned our buyers to 
be very careful upon the OLC No. 3, which we are shipping to eastern points, 
and fear they will not be pleased with the trashes, as they are badly mixed 
in the bundle and most floors are nesting their baskets. We have had more 
trouble along this line this year than ever before, and for this reason we can not 
buy WF and WD grades satisfactorily. 

We are not pleased, with WVC wrapper purchase. It is not yielding very 
much in excess of 50 per cent, and we are anxious for you to see this tobacco. 
We are running this tobacco as low in quality as possible to get the quantity, a9 
you know there are no fine wrappers. 
Yours, very truly, 

Green River Leaf Department, American Tobacco Co., 
Per B. R. Miller. 



February 6, 1920. 
Mr. J. E. Lipscomb, .Jr.. 

The American ToMcco Co., Louisville, Ky, 

Dear Sir: The markets in all sections have slumped materially since 
Wednesday. 

You will note from our reports that the WLC No. 3 grade is selling at the 
end of this week around $10.50 average, and we are getting a very nice line of 
tobacco. 

The southern Kentucky markets this week have shown weaker toward the 
close, though a better line of tobacco has been offered, and as they are nearing 
the end in that section we have continued to buy our Nashville grades, which 
have been better in quality, though not so much lower in price. 

The medium to low grade of tobacco on all markets has shown the greatest 
falling off in value. 

We made a very nice start upon grade O-L upon the Hopkinsville market at 
a price lower than we expected. 

We have decided not to buy any of the C-C grade at present, as we have 
been advised by a number of well-posted tobacco men that the crop showed a 
large per cent of short brown tobacco, which we think we can buy later and 
to better advantage. 

We are not getting very close up on any of our grades we are buying at 
present, but since the markets are becoming demoralized we await your instruc- 
tions to see if you think it advisable to discontinue purchases of any grades. 
Yours, very truly, 

Green River Leaf Department, 
American Tobacco Co., 
Per B. R. Miller. 



February, 7, 192p. 
Mr. J. H. Mahler, 

Vice President the American Tobacco Co., New York City. 

Dear Sir: We think we began buying Grade G-L upon the fired market at 
the best time, as prices were lower this week than heretofore. We think it 
important to buy this grade upon the markM. as any lugs that we buy from 
dealers would be packed too hard and badly mixed. 

Owing to the large per cent of short brown tobacco in the fired crop we 
think it best to delay buying the C-C tobacco until later or to buy from deal- 
ers. Mr. Lipscomb agrees with us in this suggestion and asks that we so advise 
you. 

We will soon complete the buying of Nashville grades and have yet about 
aOO,000 pounds of OLC No. 3 and WLC No. 3 grades to buy. We yet have 
about 300,000 pounds of WF, LW, and FF grades to buy. 
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We advised Mr. Lipscomb to-day that W-L and W-L No. 2 grades could 
be bought in the Green River lower than the W-F grade, which we consider 
better tobacco. 

Without further instructions we will continue to All our original require- 
ments, hoping to buy the remainder at much lower prices. 
Yours, very truly, 

Gbeen River Leaf Depaktment, • 
American Tobacco Co., 
Per B. R. Miixeb. 

On February 9, 1920, the Green River leaf department of the 
American Tobacco Co. reported to Mr. Mahler, vice president of that 
concern, that the Owensboro market seemed demoralized and sug- 
gested that it would be a good time to buy the balance of the Ameri- 
can Tobacco Co.'s requirements. Copy of this letter is set forth 

below : 

February 9, 1920. 

Mr. J. H. Mahler, 

Vice President, American Tobacco Co., New York, N. T, 

Dear Sir: We are to-day sending you a wire, and inclose confirmation of 
same in this letter. 

The market seems demoralized, with very few eager to buy even at the 
reduced prices. 

The Gallagher Tobacco Co., who has bought freely nearly all the season, is 
entirely off to-day, leaving the Imperial the largest buyer, with Winstead, 
Hodge, and a few speculators taking the remainder of the tobacco. 

We are sending these prices that you may see the exceedingly low prices at 
which we could buy our grades, if you should decide to buy any more this 
season. 

We estimate that there are yet to be sold seven or eight million pounds at 
Owensboro, and possibly half that amount at Henderson. 

We are redrying two small lots of tobacco for speculators, which at present 
will not total over 150,000 pounds, though if they continue to buy we may 
handle enough for them to help our overhead expense at this point. 

We would be very glad, if you are interested, that you come to Owensboro 
and see the good values that are selling at present. 
Yours, very truly. 

Green Riv^er Leaf Department, 
American Tobacco Co., 
Per B. R. Miller. 

On February 11, 1920, the Green River leaf department of the 
American Tobacco Co. was instructed to discontinue the purchase of 
three grades of one-sucker tobacco and to resume the purchase of 
three grades of Green River. 

On February 16, 1920, the American Tobacco Co. began to pur- 
chase the balance of its requirements of Green River tobacco on 
the Owensboro and Henderson markets. The following letter from 

Mr. B. R. Miller, manager of the Green River leaf department of 

the American Tobacco Co., to Mr. J. H. Mahler, vice president of 

that concern, is in point : 

February 16, 1920. 

Dear Sir: Mr. J. E. Lipscomb telephones us to-day we should buy 300,000 
pounds grade WL, 500,000 pounds grade WN, 300,000 pounds grade WO. 

We were glad indeed to have this tobacco to buy and will use every pre- 
caution to buy it properly, also to stay on the market until the close. We will 
buy all of this tobacco at Owensboro and Henderson, with the exception of a 
few sales which we may attend at Livermore — one of the best markets in this 
section and upon which we can always buy cheaper tobacco than at Owensboro. 
Ever since the opening of the Livermore market they have sold a splendid lot 
of tobacco, and we can always show a saving upon WL grade upon that market. 

Owing to light offerings we have bought very little tobacco since receiving 
instructions last week to buy Green River grades. The market has advanced 
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somewhRt upon I'ght offerings, though after the next season we think prices 
will settle down, or as soon as any quantity of tobacco appears. 

There has been very little demonstration of feeling over the drop in price in 
any section. The farmers in the Green River and one-sucker districts are tak- 
ing it as a matter of course, regretting that they had not marketed this entire 
crop, though something like 90 per cent of the one sucker has been sold, and 
possibly 75 per cent of the Green River tobacco. In the fired district only 20 
to 25 per cent of the crop has been sold. The farmers are very disappointed, 
though the writer heard very little complaint and no serious reports (except 
curtailment of crop) during the past two weeks in that section. 

The demand for plug and cigar wrappers, also for high-grade snuff tobaccos, 
is maintaining good prices upon the better grades of the fired markets, and some 
are predicting that the average for the season in that district may drop as low 
as $20, while some 10 to 15 per cent of the crop was sold the first few weeks at 
a $27.50 average. 

We are making steady progress upon the buying of GL grade, though we 
have bought very little of grade 0-0. Should the prices of this grade weaken 
upon the loose markets we may begin buying, though at present this leaf would 
cost from $25 to $30, or an average of $27 or $28. 

It is our idea to wait and buy the bulk of this tobacco, prized from dealers 
later in the season to insure the condition. Should it develop later the specu- 
lators are not getting a fair quantity of leaf we could then have enough time to 
buy a portion upon the loose-leaf floors. 
Yours, very truly, 

Green River Leaf Department, 

American Tobacco Co., 
Per B. R. Miller. 

On February 16, 1920, the Green Biver leaf department of the 
American Tobacco Co. placed an order with the Trahern Tobacco 
Co. (Inc.), Clarksville, Teim., to purchase a quantity of lugs on the 
Clarksville, Tenn., market. 

On February 27, 1920, the price of the dark-fired tobacco was 
higher than the American Tobacco Co. thought it should be, and so 
they decided to stay off the market to see what effect it would have on 
the market. The following quotation is taken from a letter from Mr. 
B. R. Miller, manager of the Green River leaf department of the 
American Tobacco Co., to Mr. J. H. Mahler, vice president of that 
concern : 

We are buying a nice line of GL grade, which is making a splend'd strip, 
though we have made such a good start (having bought over half of our re- 
quirements) we have decided to hold up for a few days on buying to see if there 
will be any change in the market. 

As yet we have been unable to buy but very little of CO grade, on account of 
prices being higher than we expected to pay for same, though there is very 
little tobacco being bought by speculators, and think we should buy some of this 
grade upon the lopse floors, rather than wait to buy all from dealers. 

An examination of the field reports submitted by the buyer of the 
American Tobacco Co. on the Hopkinsville market shows that the 
American Tobacco Co. did not purchase leaf tobacco on the Hopkins- 
ville market from Februarv 28 until March 8. They went back on 
the market March 9, and with three exceptions purchased their grades 
every day until the end of the season, May 31. It was observed, 
however, from this report that one of the grades was discontinued on 
March 25, while in the case of another the buying was rather sporadic 
throughout the balance of the season. 

By the P. LorilZard Co. — The P. Lorillard Co. bought all of its 
dark western tobacco through other dealers. It placed an order for 
its requirements of the Green River type with the W. H. Winstead 
Co. (Inc.), a subsidiary of the Universal Leaf Tobacco Co., to be 
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purchased on the loose-leaf floors at Owensboro, Ky. What little 
dark-fired tobacco was wanted by the P. Lorillard Co. was bought on 
order through a dealer in Clarksville, Tenn. The total purchases of 
the Lorillard Co. of dark western type was about IjSOOjOOO pounds, 
and consequently had very little effect, if any, upon the market. 

By the Liggett <& Myers Tobacco Co, — The total requirement of the 
Liggett & Myers Tobacco Co. of dark types of tobacco did not exceed 
1,000,000 pounds. This quantity was purchased through dealers on 
the Owensboro and HopkinsviUe, Ky., markets. The Virginia- 
Kentucky Leaf Tobacco Co. was its representative on the Owensboro 
market and L. B. Cornette was its representative on the HopkinsviUe 
market. Like P. Lorillard & Co., the requirements of the Liggett & 
Myers dark types of tobacco were so small that it could not affect 
the market. 

By the R, J, Reynolds Tobacco Co, — The R. J. Reynolds Tobacco 
Co. bought its requirements of dark western tobacco principally 
through J. S. Phelon & Co., Owensboro, Ky., and Rudolph, Hach 
& Co., Clarksville, Tenn., the former buying the Green River type 
and the latter dark-fired type. 

The J. S. Phelon Co. is a dealer which buys on order for manu- 
facturers, and while the R. J. Reynolds Tobacco Co. is its principal 
customer, it sold substantial quantities to other American manufac- 
turers. However, the total requirements of the R. J. Reynolds To- 
bacco Co. of the dark types ot tobacco are so small, about 4,000,000 
pounds, in comparison to the total amount sold, that its activities in 
liolding off the market could not have a very marked effect upon the 
market. It is pointed out in this connection, however, that the prac- 
tice indulged in by the P. Lorillard Tobacco Co., Liggett & Myers 
Tobacco Co., and the R. J. Reynolds Tobacco Co. to buy their re- 
quirements of dark tobacco through dealers either on the loose-leaf 
floors or otherwise would have some effect on the markets in that ter- 
ritory, for the reason that those markets would be deprived of active 
competition of these concerns in purchasing their requirements of 
this type of tobacco. As it is under the present arrangement, three 
or four dealers are buying the requirements of a dozen or more manu- 
facturers in this country and abroad. If these manufacturers were 
on the market with their own buying organization or commission men, 
who bought for each manufacturer exclusively, the market would 
have the benefit of the competition between those concerns. This 
fact should not be lost sight of in the consideration of holding off 
the market and buying under cover by the large domestic manufac- 
turers in the dark western district. The possible effects of " holding 
off " and " buying under cover " are stated in the following extract 
from a letter written by one of the dealers in this section to a com- 
pany for which he was buying : 

We are fully convinced now that going entirely off the market for a few days 
and later abandoning our " X " marking on the floors is proving very helpful, 
the latter idea especially helpful, as we very often adopt the same tactics on 
other grades but had never applied it to the " X " until just recently, and it 
being the general impression among the trade that this kind was for your ac- 
count probably had some bearing on the market ; and even although our going 
off, changing grading, etc., came about the same time as the general breakdown 
of the market in common and medium grades we might not have been enabled 
to hold the " X " kind down quite so low should we not have changed the 
markings. 
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By the Imperial Tobacco Co. (Inc,)^ Kentucky. — The Imperial 
Tobacco Co. of KentucW is practically the same organization as the 
Imperial Tobacco Co. (Ltd.), being owned by the same stockholders. 
It purchases its requirements of dark tobacco principally through 
its own buying organization. In some districts, however, it made 
purchases on order through dealers during the 1919-20 crop season. 

This concern is a large factor in the Owensboro and Henderson 
districts, where it secures most of its requirements over the loose-leaf 
floors. Its purchases in the Clarksville, Paducah, and Mayfield dis- 
tricts, while substantial, are not near so large as in the Owens- 
boro and Henderson districts. 

The Imperial Tobacco Co. purchases its requirements on the Ful- 
ton, Ky., market through the R. C. Whitnell firm. On that market 
Mr. Whitnell made the purchases in the name of the Imperial To- 
bacco Co. as is indicated from the following letter from Mr. E. 
Hodge to Mr. E. S. Carlton, president of the Imperial Tobacco Co. 
of Kentucky. 

January 6, 1920. 
Mr. E. S. Carlton, 

President The Imperial Toharco Co. of Kentucky, Richmond, Va. 

Dear Sir : We hand you herewith inclosed cops' of contract as arranged with 
Mr. R. C. Whitnell for the buying and handling of a purchase for our account 
at Fulton, Ky. 

We thought it best, for the present at least, to confine his buying to the 
" chute " market, the opening sale on which will be the 8th instant. The 
*' chute " method of selling is by the load at public auction. It will, of course, 
be an experiment, and may not be successfully established ; in that event we 
may find it necessary later on to authorize Mr. Whitnell to make purchases of 
crop around in the country, but we very much hope the " chute " market will get 
established there and that we will not have to buy in the country. 

As you will note from the contract, the business at Fulton will be done 
altogether in the name of our company, which will enable us to ship out the 
tobaccos, either to Hopkinsville or Henderson, loaded loose in the cars, and also 
we believe will give us a better control of the buying. 

We trust this contract will have your approval. 
Yours, faithfully. 

The purchases of tobacco for the requirements of the Imperial 
Tobacco Co. on the Paducah, Ky., market were purchased by the 
firm of Stahl & Hay den. This concern also purchased for the E. J. 
O'Brien Co., agent for the French regie. The requirements of the 
latter, however, purchased by Stahl & Hay den far exceeded the pur- 
chases for the Imperial Tobacco Co. The following paragraph, 
taken from a letter to Stahl & Hayden to E. J. O'Brien & Co., refers 
to the arrangement between the Imperial Tobacco Co. and Stahl & 
Hayden, and will be of interest in this connection : 

We did not make any change in the contract, which reads we are to handle 
no tobacco except for your account, but you know we have always handled a 
dark, stubby type for the Imperial Tobacco Co. that you have never been inter- 
ested in, and w^e have signed up with them again for this seasou and will do 
a limited amount of business for them. However, this Imperial tobacco will 
be handled on the second and third floor of our house and will have no connec- 
tion or any chance of a mix-up with your purchase, as we use our entire first 
floor for your account, and have now a hydraulic pret^^s which enables us to 
prize the tobacco almost as fast as we can receive it. 

The first instance where it appears the Imperial Tobacco Co. held 
off the market in order to force it down was on or about February 
10, 1920. The following paragraph taken from a letter from Mr. 
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Hodge to the main office of the company, Richmond, Va., indicates 
such a policy : 

Prices on the Mayfield market are reported to have dropped about $2, b.ut 
we are still practically holding off that market, allowing our buyer to take only 
an occasional load of either No. 1 quality or of long No. 2 quality. 

We plan to do but little buying in the western district for a while longer, as 
we believe there \^ill be a further considerable recession in prices in that 
section. 

The following paragraph, from a similar letter, dated February 
19, 1920, indicates that the Imperial was still holding off the market 
at Mayfield and Paducah : 

We are still practically off the market at both Mayfield and Paducah, as we 
believe there will be a chance later on to buy the No. 2 KS quality at lower 
prices and in line with prices in this district 

While it may not be concluded that the activities of the Imperial 
Tobacco Co. in holding off the market alone caused the market 
slump, yet such action on the part of the Imperial Tobacco Co., 
taken in conjunction with similar action on the part of other heavy 
buyers in that territory, would naturally have that effect. 

By the British-American Tobacco (Ltd.). — As indicated here- 
tofore in this chapter, The Export Leaf Tobacco Co. is a buy- 
ing agency for the British-American Tobacco Co. and its sub- 
sidiaries. The Black Horse Tobacco Co. is a subsidiary of the 
British-American Tobacco Co., which utilizes a large quantity of 
dark-fired tobacco in the manufacture of its product. During the 
1920-crop season the Export Leaf Tobacco Co. placed an order with 
the Universal Leaf Tobacco Co. to purchase the requirements of the 
Black Horse Tobacco Co. on various markets in southwestern Ken- 
tucky. This order amounted to more than 3,000,000 pounds. It ap- 
pears from correspondence taken from the files of the Universal 
Leaf Tobacco Co. and the Export Leaf Tobacco Co. that this pur- 
chase, while made on order of the Export Leaf Tobacco Co., was to 
be financed by the Universal Leaf Tobacco Co. The first indication 
of this arrangement appears in a letter from Mr. W. B. Kennedy, 
representative of the Universal Leaf Tobacco Co., Paducah, Ky., to 
the Louisville office of that concern, dated January 20, 1920. The 
following language is quoted : 

You know that the British-American Tobacco Co. are buying some tobacco in 
Madisonville, which I am paying for as it is purchased, and we will have to 
provide the funds for taking care of it. I am writing you regarding this, and 
will thank you for an immediate rei>ly with reference to same. 

On January 23, 1920, a reply was made to the above letter. Since 
it covers the arrangement between the Export Leaf Tobacco Co. and 
the Universal Leaf Tobacco Co. with regard to the Black Horse 
Tobacco Co.'s purchase it is set forth in full below : 

Januaby 53, 1920. 
Mr. W. B. Kennedy, Paducah^ Ky. 

Dear Sir: Referring to the tobacco which you are buying at MadisonviUe 
through Mr. John Taylor, for account of the Black Horse Tobacco Co., beg to 
advise the cost of this tobacco is understood to include the following: Ware- 
house floor cost at Madisonville, Taylor's buying charges, freight to Paducah, 
your own handling charges. 

Interest and insurance will be added to your invoices here. 

In advising that the insurance and interest is to be added by this office, we 
have in mind instructions given you by Mr. Jamerson, that these items were to 
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be added by Paducah, but -we have discussed this matter with him, and lie 
concurs in the above instructions; i. e., that insurance and interest will be 
added in Louisville. 
Yours, truly, 

Louisville Branch, Universai, Leaf Tobacco Co. ( Inc. ) , 
By J. C. Engelwood. 

It appears that the local buyer for the Taylor Tobacco Co. at 
Madisonville, Ky., was required to furnish daily statements to the 
Paducah office of the Universal Leaf Tobacco Co. as well as the 
Louisville office. The following letter from the Louisville office of 
the Universal Leaf Tobacco Co. to Mr. W. B. Kennedy, Paducah, 
Ky., is in point : 

January 28, 1920. 
Mr. W. B. Kennedy, Paducah, Ky. 

Dear Sir: Referring to the tobacco w^hich you are buying at Madisonville 
through Taylor Tobacco Co. 

We note that Mr. Taylor has sent you the warehouse bills for this tobacco 
daily. This is the same course which he is following with us, and we expect 
that it might inconvenience Mr. Taylor to make weekly settlements for to- 
bacco purchased at Madisonville, and we expect that this is the only way that 
the business could be conducted by the Taylor Tobacco Go. 
Yours, very truly, 

Louisville Branch, Univeral Leaf Tobacco Co., 
J. C. Engleford. 

It also appears that the Export Leaf Tobacco Co. required the 
Universal Leaf Tobacco Co. to furnish details of purchases, includ- 
ing cost, invoices, markets, etc., to the HopkinsviUe representative 
of the Black Horse Tobacco Co. and the Richmond office of the Ex- 
port Leaf Tobacco Co. 

The following paragraph taken from a letter written by the vice 
president of the Export Leaf Tobacco Co., of New York, to another 
vice president in Richmond, Va., covers this phase of the arrange- 
ment: 

It is quite important that some definite report be made, certainly as often as 
once a weeli, showing the purchase price of these tobaccos on the markets 
where the purchases were made on warehouse floor, and it may also apply to 
points where these purchases are received from the farmer. The original of 
thes*e reports it will, no doubt, be in order to have sent to Mr. Oldham and 
copies to you at Richmond and to tli:s office. 

On March 31, 1920, the New York office of the Export Leaf To- 
bacco Co., in a letter to the vice president of that concern, then at 
Paducah, Ky., had the following to say with regard to the purchase 
placed with the L^niversal Leaf Tobacco Co. : 

As regards this purchase the Universal Co. is making for the Black Horse 
Tobacco Co., there is no doubt a large percentage of same still to be purchased, 
and it would appear that we are about the only buyers in the market that are 
doing country buying. We are of the opinion, formed from rather reliable in- 
formation, that it is doubtful if the Italian buyers will make any purchases 
from this crop, and if so, will probably take a small quantity. In view of 
this, it would be advisable for the Universal Co. to proceed cautiously in mak- 
ing the remainder of this purchase, as if the farmers finally decide to dispose 
of their tobaccos, thinking they have waited long enough, and the Italians 
have not come in the market, which they may not do,. the remainder of the crop 
w^ould no doubt sell at a considerably reduced price. It is getting toward the 
time of the season that the farmers should be disposing of their crops and they 
will very likely determine to do so within the next few weeks. This being the 
case, and we being practically the only buyers operating in the country, it 
would, no doubt, be advisable to caution the Universal people not to buy too 
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heavily in this purchase once the farmers get in a hurry to sell, as with all the 
remainder of the crop thrown on the market, at whatever prices they can get, 
this would no doubt reduce prices very considerably. 

I bring this to your attention, as you may see some evidence of this disposi- 
tion on the part of the farmers while you are in the West on this trip. 

It is well to point out at this time that the Universal Leaf Tobacco 
Co. purchased an order for their manufacturing customers in foreign 
countries at the same time it was making purchases for the Export 
Leaf Tobacco Co. on the Black Horse Tobacco Co.'s account. Cer- 
tainly the competition which would naturally exist between the Ex- 
port Leaf Tobacco Co. and the Universal Leaf Tobacco Co. on the 
various markets where this tobacco was bought was eliminated by 
the arrangement entered into. The Universal Leaf Tobacco Co. pur- 
chased substantial quantities of the dark tobacco both fired and 
unfired and was a factor on all markets in that territory, so that its 
activity in holding off the market following instructions of the Ex- 
port Leaf Tobacco Co. would certainly have its effect upon the price 
of leaf tobacco in that territory. 

It also appears from the records of the Export Leaf Tobacco Co. 
and the Universal Leaf Tobacco Co. that an order was placed by 
the Export Leaf Tobacco Co. with the W. H. Winstead Co., subsid- 
iary of the Universal Leaf Tobacco Co., for more than a million 
pounds of Green River, unfired dark tobacco to be purchased prin- 
cipally on the Owensboro market. This purchase was made late in 
the season and full advantage was taken of the break in that market. 
The following letter from the Export Leaf Tobacco Co. to the Win- 
stead Co., dated April 20^ 1920, will give an indication of the arrange- 
ment between the two concerns covering this purchase : 

Apkil 20, 1920. 
W. H. Winstead & Co. (Inc.), Oicenshoro, Ky. 

Gentlemen : We have your weekly report of purchases of the VPG grade 
for the week ending April 23, showing 85,350 pounds at 7.36 average. We 
wish to say that this is the first report we have received of the purchases of 
this grade, therefore we would thank you to advise if this is the total amount 
purchased to date, or only the amount purchased during the week ending April 
23 as indicated in this report. 

Our Mr. Breedlove and Mr. Bradsher will be visiting you next week and they 
will be giving you all the necessary instructions incident to the purchase of 
this grade, and also as to the proper order in which it should be put up should 
they decide to have you continue to stiffen it. 

You will please in future send us reports weekly of the amount of this grade 
purchased. 

Very truly, yours, 

ExpoBT Leaf TobXcco Co. 

In order that, the significance of the transaction just referred to 
in the foregoing paragraph may be understood, it should be remem- 
bered that the W. H. Winstead Co. purchased more than 1,000,000 
pounds of tobacco for the P. Lorillard Co. and a large order for the 
American Tobacco Co. on the same markets that the Export Leaf 
Tobacco Co's order was purchased. This in addition to other orders 
from foreign as well as domestic manufacturers. 

By the American Snuff Go, — ^The American Snuff Co. is a large 
consumer of dark-fired tobacco. The most of its requirements were 
purchased on the Clarksville and Springfield, Tenn., markets and on 
the Hopkinsville and Mayfield, Ky., markets. Its purchases 
on the Springfield, Tenn., market were made on order by Robert 
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Rosson & Bro. The purchases on the other markets were made 
through the company's own buying organization under the general 
supervision of its local representative at Clarksville, Tenn. Itj 
would appear from the records of the American Snuff Co. that this 
concern made an attempt to staj on the market throughout the season 
and there was very little holding off the market for the purpose of 
"bearing" the market. The following correspondence taken from 
the files of the American Snuff Co. will give an indication of the pol- 
icy of this concern with regard to buying on the market when other 

buyers are off : 

Memphis, Tenn., March 12, 1920. 
Mr. F, N. Smith, 

Vice President, Clarksmlley Tenn. 

Dear Sir : I found your letters of the 6th instant upon my return to the office 
Tuesday, and since then have been so busy that I haven't had a chance to write 
you until now. 

I also received this morning a copy of the paper published at Mayfield. I do 
not understand how it is that so many extravagant statements can be published 
about low prices at which tobacco is selling, when as a matter of fact it is sell- 
ing at comparatively very high prices, but I presume it is to be understood that 
reference is made to the profit, and that on account of the very high cost of 
production th^ ruling prices bring up the question of whether the farmer is 
coming out even or not. 

I have been wondering for the last day or two if it wouldn't be a good idea 
for us to go into the market while it seems to be in a state of stagnation and 
buy somewhat freely around prices ruling at from 22 to 24 cents, because of the 
opportunity to make selections of the best tobacco in the crop. On the one 
hand, of course, is the possibility of prices going lower; on the other hand 
there are two potent considerations in favor of this course — one is that we 
would get the pick of the crop, the other is that we would be showing a dis- 
position to buy when other buying interests were staying off the market. 

Then there is another consideration to take into account, and that is that if 
the cost of production is around 20 to 22 cents per pound, we can not expect 
the farmers to continue to raise tobacco if they have to sell it under 20 cents, 
and the most important thing of all from our standpoint is to have an ample 
supply of raw material, because without that we would go out of business. 

You will recall that about three years ago you came over and suggested the 
advisability of our going into the market — I think it was in the early part of 
November — and buy, because nobody was buying tobacco and farmers were very 
much depressed over not having any Christmas money, etc. You stated that 
what little tobacco was being sold was around 7^ cents, and we concluded after 
discussing the matter that it would be wise for you to go in and buy because of 
the opportunity to get the pick of the tobacco available and to pay 8 cents 
rather than buy at the lower price even though we might have been able to 
do so, and the purchases made at that time were appreciated by the farmer 
and subsequently proved to be very valuable purchases. 

While the basis is very much higher than at that time, it seems that other 
conditions are very much the same, and inasmuch as we have our prices now 
rigged up on a basis that will permit our paying in the neighborhood of 25 
cents, and the further fact — if it is a fact — that present conditions will permit 
your buying at, say, 22 to 25 cents the very best crops that are unsold, don't you 
think it would be a good idea to do this? 
Yours, very truly, 

Maktin J. Condon, President. 



Claeksville, Tenn., March 13, 1920. . 
Mr. M. J. Condon, 

President, Memphis, Term. 

Dear Sir : I am in receipt of yours of the 12th instant, and was very glad to 
receive it, since I have been pursuing for the past two weeks in my buying the 
course that you suggest, but in doing so I realize that our tobacco was probably 
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costing us more than it would if we had waited, but I felt like it was a wise 
policy for us to pursue^ 

For about two weeks after country buying stopped on account of exchange 
conditions we made no effort to buy in the country, but when we saw that 
farmers were anxious to sell at lower figures, and came to see us with request 
that we buy their tobacco and would indicate a price we thought reasonable, 
we sent out and in most cases bought their crops, and with few exceptions we 
are the only ones that have been buying in the country. The first week we 
were the only ones. Some instances we had offer prior to the slump, parties 
came to see us and wanted me to make them an offer, I told them I did not 
care to do so, but as they saw the trend of the market, and would put a price 
on their crop based on the present market that I would buy it. These parties 
priced their tobacco from 3 to 5^ cents lower and we bought. I thought it 
wise not to make them lower offers and, on the other hand, let them do the 
pricing. 

It is rather difficult to know what to do under present circumstances. I have 
never doubted but what the Italians would come back in the market, but many 
have, but the question is at what price they will try and buy. They see now 
how dependent the market is upon them, and the French may take advantage 
of it by offering very low prices. In one section where we usually get a medium 
grade of tobacco the leaf, largely B, the Italians bought early at 27 to 30 cents ; 
we bought a few crops in the neighborhood. During the week we have bought 
quite a lot of tobacco in that section, and could have bought three times as 
much from 20 to 23 cents round. I have just been in a i)osition where I did 
not want to buy too freely for fear another slump would com«, at the same 
time I did not want to miss an opportunity to buy what might later appear to 
be reasonable tobacco. 

There is nothing to all this talk about the extreme high price of cost of 
production, of course cost has increased, but not nearly to the extent that is 
being mentioned in the papers. I don't look for the next crop to be as large 
as this one, but with favorable conditions it will be above an average crop. 

Loose fioor markets remain about the same except in Hopkinsville, which 
reports a decided stronger market for B tobacco during the past .three days, 
due to the buying of some demands that had dropped out on account of money 
conditions. 

We will continue buying in the country and on the floor, making our competi- 
tion felt as much as possible without buying freely, as we want to be in position 
to buy in case there should be further slump in the market. I always try to 
conduct our purchases so that in case of a slump at the close of the season, 
which is often the case, that we will be prepared to buy our part. You remem- 
ber, too, at the close of the season last year the market declined very materially, 
when we not only bought snuff grades, but bought a lot of common lugs on 
which we made a very large profit, based on sales that we had made previously. 

Mr. Murtland returned this morning, and I was disappointed when he stated 
that you did not expect to come up soon, as I was in hopes that after he told 
you of the several improvements he wanted to make that you would feel that 
this, with the high prices we were paying for tobacco, would necessitate you 
coming up and looking us over. 
Yours, very truly, 

F. N. Smith, Vice President 



Memphis, Tenn., March 15, 1920. 
Mr. F. N. Smith, 

Vice President, ClarksviUe. Tenn. 

Dear Sir: Yours of the 13th instant at hand and noted. 

I am v(^ry glad indeed that you have been pursuing the course that you have. 
I knew that the suggestion in my letter of the 12th instant was along the lines 
you would most likely think of, still I thought that perhaps on account of the 
unusually high price of tobacco and the continued low price of foreign ex- 
change you might hesitate about pursuing this policy — I note, however, from 
your letter that you have been pursuing exactly the course that I think is wise 
and proper — and I think that your insisting upon their making a price rather 
than making them an offer was a very wise precaution, as it left you to accept 
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their offer or decline it without being in the position of naming an offer which 
they would think manifested a disposition on your part to depress prices. 

Notwithstanding the course I suggested in my letter 12th instant, I am very 
much inclined to believe that prices are going lower rather than higher, but I 
wouldn't regret if our action in helping the farmers out at this time by buying 
when other buying interests were holding off would have the effect of stabiliz- 
ing prices around the basis you paid last week, because I think the farmers 
ought to get around* that price in order to let them out and leave a good taste 
in their month so that they will not be reluctant about planting plenty next 
year. 

In regard to my coming to Clarksville soon, will say that there did not 
appear to be any occasion for my going to Clarksville. Regarding the mat- 
ters Mr. Murtland spoke to me about, and so far as high prices of tobacco are 
concerned, I did not think I could learn anything more than you have written 
me about the situation. The truth of the matter is that I have so much con- 
fidence in you and Mr. Murtland in being able to handle your departments in a 
manner to best protect the interests of the company that I do not feel that 
there is any occasion for my going to Clarksville except just to make a per- 
sonal vis t. 

With kind personal regards, I am, 
Yours, very truly, 

Mabtin J. Condon, President. 

By the Weyman-Bruton Co, — The Weyman-Bruton are large 
manufacturers of snuff. Its requirements of dark-fired leaf tobacco 
are purchased through the Kentucky Leaf & Transit Co., a sub- 
sidiary, at Paducah, Ky. The latter concern ranks next to the 
American Snuff Co. as the largest domestic consumer of dark-fired 
tobacco. It purchases its requirements principally on the Paducah 
market and also buys extensively at Hopkinsville, Ky., and Clarks- 
ville, Tenn., markets. Its requirements of Green River tobacco are 
purchased on order by the Hodge Tobacco Co., Henderson, Ky. 

The Weyman-Bruton Co. followed the same general policy as the 
other large buying interests in this territory in " bearing " the mar- 
ket during the 1919-20 crop season. They purchased only about 30 
per cent of their total purchases of this type tobacco prior to April 
1,1920. 

The following communications from the manager of the Kentucky 
Leaf Transit Co., a subsidiary of the Weyman-Bruton Co., is illus- 
trative of their procedure : 

' Januaby 3, 1920. 
Mr. W. A. Wilson, Hopkinsville^ Ky, 

Dear Sib: Acknowledging receipt of your favors of the 2d instant, also of 
i'ouY statement of prlzings of the 30th and the 31st ultimo, interesting contents 
fully noted. 

We note especially your report of increased demands for practically all grades 
leaf and lugs at advanced values; with the exception of low-grade trashes, 
which is rather surprising but which we hope will only prove temporary as 
there is nothing to indicate increased values anywhere else. Our Mr. Hill re- 
ports from Springfield yesterday, market irregularly lower, with less general 
demands with mixed A and B grades easier to purchase than at any previous 
time this season ; also but little demand for common lugs, which went begging. 

We note especially that you expect larger offerings on the floors during the 
coming week, with preparations toward starting two sets of sales, which will 
probably be necessary, as indications are that the crop will begin to move 
rapidly in volume very soon. 

We have decided to delay country buying everywhere until other large in- 
terests do so, or as late as possible, for best general results. You will please 
keep thoroughly posted and arrange to start buying in the country aldhg with 
your competitors, especially the Italian r^gie, without waiting to hear from 
us, seeking for the better cured, heavy bodied, medium to good quality ^tock 
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at prevailing market values at that time, but hope that this will not be neces- 
sary until possibly February 1. 

The writer will be in Padueali until next Wednesday, when he will leave for 
Louisville-Lexington on way east. 
Yours, truly, 

Kentucky Leaf & Transit Co. 
By O. C. Hank, Manager, 



Februaby 14, 1920. 
Mr. W. A. Wilson, Hopkinsville, Ky, 

Dear Sib: Until further advised you will please continue withdrawal from 
country contract purchases for future delivery, confining your buying to loose 
floors and streets there, but only in a moderate manner, of the better quality, 
good condition, desirable stock which may appear for sale, carefully holding 
each grade quality to previous standard, not to exceed the following averages : 
AA, at 36 cents average upon the floors or streets; AA-WB, at 32 cents; 
WB, at 28 cents ; WB-WC, at 24 cents ; WC, at 20 cents, WD at 14,-15 cents, 
thus including the WD grade, of which we have heretofore avoided, of which, 
as well as the WC grade, we now desire but little, but enough to test our 
values fully until our next visit there, when we will then advise you. 
Yours, very truly, 

Kentucky Leaf & Transit Co. 
O. C. Hank, Manager. 

Attention is directed to the fourth paragraph of letter of Jan- 
uary 3, 1920, as being indicative of an apparent unity of action on 
the part of the buyers in this territory. 

The next two interests to be discussed in this section of the report 
will be E. J. O'Brien & Co., agent for the French regie, and W. J. 
Dunnington & Co., agent for the Italian regie, the course of which 
concerns was primarily the cause of the break in price in the 1919-20 
crop season. 

In this connection particular attention is called to the letter quoted 
on pages 118, 119 of this report, which sets forth in detail the posi- 
tion taken by the large buyers of dark-jfired tobacco in January. 
Later developments would indicate that this had much to do with 
the break on these markets. 

By^ the E, J, O'^Brien Co, — E. J. O'Brien Co. is a partnership 
engaged in the business of buying and selling leaf tobacco and buy- 
ing on order for large customers. This concern the past two seasons 
has been purchasing the requirements of the French; Government 
in this country on order as well as purchasing the requirements of 
P. Lorillard & Co. in the dark western district. It has a branch 
office in Baltimore, Md., where it purchases Ohio and Maryland to- 
bacco on order for the Liggett & Myers Tobacco Co. and other 
smaller concerns. 

E. J. O'Brien Co. began to buy air cured and hurley tobacco for 
their principal in October, 1919. During the same month they re- 
ceived their orders for dark-fired tobacco for the coming year. At 
that time they were to purchase about 4,000,000 pounds of air-cured 
tobacco and burley, about 20,000,000 pounds of dark-fired tobacco 
to be used in the manufacture of snuff and cigars. Maximum prices 
were given them at which this tobacco was to be bought. Before the 
loose-leaf floor markets opened they made their purchases of air 
cured and burley in hogsheads. As soon as the loose-leaf floors 
opened they went on the market and began to buy to fill their orders. 
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£. J. O'Brien & Co. bought on practically all of the larger western 
Kentucky n],arkets through dealers who Sought on commission. 

The following is a list of the buyers on the markets through which 
E. J. O'Brien & Co. bought in the dark western district : 

J. L. Sherrill & Co., Mayfield, Ky. 

Outland Bros., Murray, Ky. 

Stahl & Hayden, Paducah, Ky. 

W. K. Dorris & Co., Hopkinsville, Ky. 

M. L. Farmer & Co., Fulton, Ky. 

Snider & Beard, Adairville, Bussellville, and Springfield, Ky. 

B. F. Halifield & Sons, Hazel, Ky. 

Chestnut & Mabry, Clarksville, Tenn. 

W. A. McQuan, Dresden, Tenn. 

M. T. Baker & Co., Paris, Tenn. 

Ernest Warder, Glasgow, Ky. 

J. B. Harris & Co., Franklin and Scottsville, Ky. 

Ford & Duke, Carthage, Hartsville, Gallatin, and Westmoreland, 
Tenn. 

On some of the markets both air cured and dark fired were bought, 
and also in some instances hurley. 

In addition to purchasing for E. J. O'Brien & Co., Stahl & Hayden, 
Paducah, Ky., purchased a small order for the Imperial Tobacco Co., 
and the J. L. Sherrill Co. purchased on order for John E. Hughes & 
Co. on the Mayfield and Murray, Ky., markets. 

It appears that E. J. O'Brien & Co. continued buying on all mar- 
kets covered by their buyers on order for the French regie during 
the first part of the month of December, 1919, and that the prices 
they were forced to pay were higher at that time than they were the 
previous year at the same time. It also appears that higher prices 
were anticipated. The following letter from E. J. O'Brien & Co. to 
the Annerican representative of the French regie gives a clear indi- 
cation of the market situation at that time : 

LouTSviLi^, Ky., December 13, 1919. 
Mr. E. Lucas Girardville, Baltimore, Md. 

Dear Sir: We presume you are back in Baltimore, after what we hope a 
pleasant, successful trip to Habana. 

We are getting along very nicely with the hurley and air-cured purchases, 
especially the old redried air cured and hurley we are buying from you. To 
date we have bought 488 hogsheads of old redried hurley and 752 hogsheads of 
old re-dried air cured that we are shipping and arranghig to ship to New 
Orleans. We are proud of the purchases so far made, and the prices at which 
we have bought this old redried tobacco are less than the new crop of similar 
quality would cost in soft order. 

We are buying slowly the new air cured, as the opening market prices for the 
new air cured were higher than anyone expected. The tobacco we are buying 
for you is well suited, and we are having it hung up to redry as fast as it is 
purchased. 

We are also buying slowly and carefully the new fired dark crop, endeavoring 
to hold our average down to the lowest possible price, feeling that if after the 
first of the year we are compelled to pay the prices other interests are paying, 
we will have a fair stock of tobacco bought at reduced prices to offset to a 
certain extent the higher average, if compelled to pay it. The Italian r6gie 
started some weeks ago buying tired dark tobacco on the Mayfield market at 
$20 average, but after a few days they were called off of the market. Ordi- 
narily this would influence prices, but it did not have the effect this year, for 
with their competition out of the market prices continued to advance. The 
Italians are again buying in a limited way and paying more money than the 
prices at whidi they started ; outside interests are making the market, paying 
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higher prices than we think the situation justifies, and the Imperial Tobacco 
Co. have begun buying ; this competition is the hardest of all to meet, for they 
do not discriminate against soft order or out of condition tobacco ; in fact 
they prefer " stripping order " and will pay more money for tobacco in " strip- 
ping order " than for dry tobacco. 

The loose-leaf markets opened at Hopkinsville this week, and the average 
price was $21.82, taking in all grades of leaf and lugs with a large percentage 
of common lugs. The average is fully $6 per hundred higher than the opening 
of the market a year ago. 

We are endeavoring to hold our men down below $17 average, and while 
we may be forced to pay considerable more money we will not give them higher 
prices until we are satisfied that the prices that are no'w being paid can be 
maintained. 

The fired dark crop is a large one ; and while not fine, it is a useful one, and 
with the old stocks of fired dark tobacco practically exhausted and all interests 
endeavoring to purchase the new crop w^e are somewhat afraid that the prices 
will be higher than we expected. 

You can rest assured we will make this purchase just as cheap as it possibly 
can be made, securing quality that will grade up to your requirements, and we 
will advise you regularly as to the progress we are making and the condition of 
the market and give you our views as to the better policy to pursue, whether to 
meet the market and buy the tobacco or await later developments, all of which 
we hope will meet with your approval. 

With kindest regards, we are, 
Respectfully, 

It will be noted in the fourth paragraph of the above letter that 
the Italian regie buyers had entered the market but were called off, 
apparently, because of the high prices. It also should be noticed 
in the same paragraph that it was expected that the withdrawal of 
the Italian regie would lower prices, but in spite of their withdrawal 
prices continued to advance. 

The following letter from E. J. O'Brien & Co. to the American 
representative of the French regie dated December 31, 1919, indicates 
that the dark-fired markets were still very high and that the Italian 
regie buyers had reentered the market and had again withdrawn : 

Louisville, Ky., December SI, 1919. 
Mr. E. Lucas Gibardville, Baltimore, Md. 

Dear Sir : Under separate cover I am sending you invoices for hogshead pur- 
chased to date, and statement of same, which I hope and believe you will find 
correct and satisfactory. I will endeavor to send statement of country pur- 
chases Saturday next. 

I am buying slowly the ne^v air cured and having same hung up and redried 
at different points in the country. My purchases of fired tobacco are not large, 
due to the fact that I firmly believe the 1919 crop in the fired-dark district is 
one of the largest crops ever produced ; therefore I do not feel justified in pay- 
ing the high prices demanded by the farmer and that are being paid by a few 
dealers. I am in hopes that dealers who are paying such high prices will secure 
their requirements in a very short while, and then prices will settle so as to 
enable me to begin buying freely. 

The Italian r^gie entered the market on two different occasions since the 
new crop started moving to market and then stopped buying. The only place 
that the Italians are buying this week is at Hopkinsville on the loose floor. 
Evidently our New York friends believe like myself that prices for fired tobacco 
are too high and are willing to take chances on securing requirements later in 
the season. 

You can rest assured that I am in close touch with the situation, and When 
I feel that it is necessary to increase my limits I am going to do so ; and if I 
find it necessary to pay prices higher than the limits you gave me I will advise 
you. 

Hoping to see you out here within the next 10 days, I am, with kindest 
regards and best wishes. 

Respectfully, E. J. O'Brien & Co. 
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This letter also indicates that the French as well as the Italian 
regie buyers were hoping to buy at lower prices later on in the 
season when other purchasers had secured their requirements. 

The first indication of a withdrawal from the market on the part 
of O'Brien's buyers is contained in the following letter, dated Jan- 
uary 10, 1920, from J. L. Sherrill Co. to the E. J. O'Brien Co. : 

Mayfield, Ky., January 10, 1920, 
Messrs. E. J. O'Brien & Co., LouisviUe, Ky. 

Gentlemen : There has been quite a lot of tobacco in Mayfield to-day, but 
we have not bought anything. After receiving your letter this morning we did 
not feel justified in buying the common tobacco, and anything that showed 
quality at all was so much higher than you are willing to pay that we thought 
it best to withdraw from the market since the kind that we can buy is 
unsatisfactory. 

Regarding the typing of this tobacco will say that we are prizing the leaf 
straight. Where it is worm-eaten, hail beaten, or green we prize it in hogs- 
heads to itself and type it according, whereas before, we cornered this off, 
using little better tobacco for the squares. This tobacco is in order and will 
break up as the types indicate. In this box of samples you will find four 
types of long tobacco that we think will fairly represent what little long 
tobacco we have. We have thrown 3,000 or 4,000 pounds out of the No. 3 
account, and we are satisfied that there will be about 15,000 pounds in the 
No. 5 account. Long tobacco is very scarce this year, and since we have had 
this order W. F. Wright & Co. and Adams, for Walker, and all the speculators, 
have been paying from $27 to $33 for anything that will yield a reasonable 
per cent of long tobacco. 
Respectfully, 

J. L. Shebmll & Co. 

It would appear from the above letter that Sherrill & Co. with- 
drew on its own accord because it could not get the quality of tobacco 
it required within the price limit it had to pay. 

Attention at this time is directed to the letter written by the E. J. 
O'Brien Co. to the American representative of the French regie, 
dated January 24, 1920 : 

Personal.] Louisville, Ky., January 24, 1920. 

Mr. E. Lucas Girardville, 

101-103 South Hanover Street, Baltimore, Md. 

Dear Sir: I had a long conversation with a gentleman who is the head of 
the leaf department of one of the largest snuff companies, and who returned 
from New York a few days ago. While there he visited several of the larger 
tobacco companies, and I am satisfied they were the American, Universal, and 
the Italian r^gie. He was told by everyone he met that prices for fired dark 
tobacco were too high and would likely be lower. This gentleman had a talk 
with Mr. Dunnington, who said that he (Dunnington) believed he would be 
censured if he made his purchase at to-day*s high prices, for there certainly 
will be a surplus of at least 50,000,000 pounds. 

My friend also states that he was informed while in New York that one of 
the large exporting companies, supposed to be either the Imperial Export Co. 
or the Universal, was offered a large English order on the following proposi- 
tion : A deposit in the banks of London in sterling, this money to remain in the 
banks of London and placed to the credit of the exporting company at the 
present exchange rate. The company consulted with several prominent New 
York bankers, and was informed that they would not accept the proposition, for 
they could see no bottom to where exchange rates would go. 

Mr. Fort, president of the largest bank in Clarksville, returned from the 
East this week. This man has urged the farmers in the Clarksville country to 
hold their tobacco for high prices, and he has encouraged buyers to pay high 
prices, loaning them all the money possible ; however, I am told that since his 
return home he has changed his attitude completely, and i^ now of the opinion 
that the farmers will have to sell their crops, and the reason he gives for this 
change in his ideas is that the farmers have given notes to merchants and for 
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land, and many of these notes mature in March and April, and it is now a ques 
tion whether or not the banks will want to or be able to renew the notes. In 
all likelihood the farmer will be compelled to sell his crop to raise the money 
to meet his notes at maturity. 

We estimate the 1919 fired dark crop in Kentucky and Tennessee will yield 
210,000,000 pounds, and it is estimated that the maximum quantities required 
by all interests, basing this on five years* average purchase, totals 160,000,000 
pounds, which leaves, as I said, a surplus of 50,000,000 pounds. The way we 
arrived at the average number of pounds for the past five years required is as 
follows : 

Pounds. 

Italian r^gie 40, 000, 000 

Spain 15, 000, 000 

Bremen 14, 000, 000 

France 30, 000, 000 

Snuff 30, 000, 000 

Imperial and England 14, 000, 000 

Rehandlers, exporters, cigar and various small manufacturers 17, 000, 000 

Which makes a total of 160,000,000 

which is about a five years' average of the dark fired crop. 

I had a pleasant talk with Mr. Dunnington last night in the lobby of the 
Seelbach Hotel, who had just returned from a trip to different dark markets in 
the western, Clarksville, and Hopkinsville districts. He informed me that my 
purchase at May field this week was a good one ; the average would not be over 
$16.50, which he considered very cheap. He then remarked that the best pur- 
chase he has seen anywhere for the money is my purchase at Hopkinsville, Ky., 
made by W. R. Dorris. Dunnington said that Dorris is one of the best tobacco 
men he knew, and he is buying this week at prices from $1.50 to $2.50 lower 
than others paid a while back. He said that Mr. Scalvini made the trip with 
him, and would not advise whether or not to buy. He said that he (Dunning- 
ton) informed his dealers that he would enter the market within the next few 
weeks, but they must understand that it was not his intention to push prices, if 
other dealers wanted to pay high prices and buy freely, for his men to go 
slow. Judging from this conversation, I am inclined to believe that the Italians 
will enter the market about February 1. I remarked to Mr. Dunnington that I 
had endeavored to hold down my buyers all season, and his remarks were: 
" That is true, and all admit that you showed good judgment in doing so." 

The Imperial Tobacco Co. has eased up in their purchases in the Green River 
country, and there has been a great decline in prices for the fine crops, but com- 
mon tobaccos have shown but little, if any, decline. The American Tobacco Co. 
have withdrawn from over 20 markets in the air-cured and hurley district. 
Burley has declined considerably, excepting bright grades and good and fine red 
leaf, but air-cured tobacco has not declined ; in fact, has gone higher in the 
country, and I have stopped all my country buyers from buying air-cured, for I 
have practically all of the air-cured required for my present order. 

It is believed that 50 per cent of the 1919 burley and Green River crop has 
been sold, 70 per cent of the one-sucker or air-cured crop, and only about 12 per 
cent of the fired dark crop in Kentucky and Tennessee. 

I am still buying both old and new burley and at prices very much lower than 
in December. 

I hope you will hear from abroad on your new proposition within the next 
few days, for there undoubtedly will be a great rush to sell tobacco, as we have 
had snow, sleet, and rain, and, furthermore, farmers will likely do all in their 
power to strip and sell the tobacco before it is time to begin plowing the land 
for the new crop. 

In conclusion, I wish to say that I feel very much encouraged over the posi- 
.tion I have taken regarding my purchases and the outlook for the future. 

With kindest regards and best wishes, I am, 
Sincerely, 

E. J. O'Brien & Co. 

It will be noted in the foregoing letter that Mr. O'Brien had a 
conversation with Mr. Dunnington, who represented the Italian regie, 
and while there does not appear to be any formal agreement between 
the gentlemen, yet it can be concluded that as a result of this meet- 
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ing they knew of each other's plans and would govern themselves 
accordingly. At any rate the action of both parties after this meet- 
ing is interesting. 

On February 5, 1920, E. J. O'Brien & Co. sent the following 
telegram to its buyers in the dark western district : 

Owing to unfavorable exchange rates and failure to secure sufficient box-car 
equipment to move shipments, unless you can buy for the No. 3 account good 
French crops at $15, and for No. 5 account at $2 per hundred less than present 
limits, stop buying. We do not want the common crops. Have you signed 
bills of lading for tobacco on depot platform? Acknowledge receipt of this by 
wire. 

On the same date the following letter was sent by E. J. O'Brien & 
Co. to the American representative of the French regie, at Balti- 
more, Md. : 

Louisville, Ky., February 5, 1920. 
Mr. E. Lucas Giraedville, 

101-103 South Hanover Street^ Baltinwre, Md. 

Deab Sir; I sent the following telegram to my packers in the firwl dark 
district : 

" Owing to unfavorable exchange rates and failure to secure sufficient box-car 
equipment to move shipments unless you can buy for the No. 3 account good 
French crops at $15, and for No. 5 account at $2 per hundred less than present 
limits, stop buying. We do not want the common crops. Have you signed 
bills of lading for tobacco on depot platform? Acknowledge receipt of this by 
wire." 

In explanation of this I feel that fired dark tobacco is too high. In the first 
place, as you know, the crop is a large one, but the greatest cause in my opinion 
for a decline is the unfavorable foreign exchange rates, and I feel that 
the best way to bring the farmer to his senses and cause him to sell freely at 
reasonable prices is to practically drop out of the market, which, of course, my 
telegram really means. Should the farmers begin to sell freely we would lose 
nothing, even if we were compelled to pay the first average given my dealers, 
namely, $17 ci'op round, so I have decided to make a trial and see liow it is 
going to work, and I hope that you will approve of the stand I am taking. 

While the Italian regie is buying and paying very high prices in the Clarks- 
ville, Hopkinsville, Springfield, and Adairville sections, they are not buying 
in the western district, and judging from a talk with Mr. Morton, of Dunnington 
& Co., I do not believe they have orders from New York to buy in the western 
district. 

Respectfully, 

E. J. O'Brien & Co. 

It would appear from the above letter that E. J. O'Brien & Co. de- 
cided to take steps to check the upward trend of the market. To do 
this they ordered their buyers to discontinue the purchasing of the 
French grades of tobacco. This action was taken without knowledge 
of the American representative of the French regie and the above 
letter appears to be the first intimation he had of such action. The 
E. J. O'Brien Co. attempted to " camouflage " in the attempt to 
*• bear " the market by referring to unfavorable exchange rates and 
failure to secure box-car equipment. It is true that at this time the 
exchange rates were in bad condition, but the files of E. J. O'Brien & 
Co. do not disclose any instructions from the American representative 
of the French regie to withdraw from the market, nor to discontinue 
purchasing of any grades. 

Attention is also directed to the fact that E. J. O'Brien & Co. had 
knowledge that their principal competitors, the buyers of the Italian 
regie, were not buying in the western district and were confining 
their purchases to Clarksville, Hopkinsville, and surrounding terri- 
tory. This knowledge in the possession of E. J. O'Brien & Go. would 
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place that concern in a safer position in the policy of " holding off " 
the market than if they did not know of the plans of their competitors. 
On the same date E. J. O'Brien & Co. wrote a letter of explanation 
to their buyers in the western Kentucky district. Tlie letter is as 
follows : 

Louisville, Ky., February 5, 1920, 
Mr. J. L. Shebrill, Mayfield, Ky. 

Dear SiRt No doubt you are greatly surprised on receiving the following 
telegram from us this day : 

" Owing to unfavorable exchange rates and failure to secure sufficient box- 
car equipment to move shipments, unless you can buy for the No. 3 account good 
French crops at $15 and for the No. 5 account at $2 per hundred less than 
present limits, stop buying. We do not want the common crops. Have you 
signed bills of lading for tobacco on depot platform? Acknowledge receipt of 
this by wire." 

In explanation will say not only that we are blocked everywhere on account 
of our inability to secure freight cars, but the foreign exchange rate is so un- 
favorable that something might happen at any moment, and we can not believe 
it wise to continue buying at the present high prices, for indications are for 
very much lower prices, and that in the near future. 

Please keep us fully advised of everything going on in tobacco circles. 
Awanting your reply to our telegram, we are, 
Respectfully, 

E. J. 0*Bbien & Co. 

While it is true as stated, above that the American representative 
of the French regie had not instructed E. J. O'Brien to withdraw 
from the market, yet it appears that the regie representative was 
getting anxious about the exchange situation at that time. The fol- 
lowing telegram is in point : 

Baltimobe, Md,, February 5, 1920, 
Messrs. E. J. 0*Brien & Co., 

815 West Main Street, Louisville^ Ky, 

Gentlemen : I would like to know whether the exchange situation has any 
effect on the Kentucky and hurley markets. 
Yours, very truly, 

GiRABDVILLE. 

The above telegram and the foregoing letter written by O'Brien 
must have passed each other in the mails. 

The effect of the action of E. J. O'Brien & Co., as indicated above, in 
withdrawing buyers from the market in western Kentucky, nxay be 
seen in the following letter from Stahl & Hayden, their buyers at 
Paducah, Ky. : 

Paducah, Ky., February 6, 1920. 
E. J. O'Brien & Co., Louisville. 

Gentlemen : In reply to your favor of yesterday, we beg to advise that we 
were not surprised to receive your telegram taking us out of the market, from 
the fact everything indicates lower prices. 

While we are always thankful for orders to buy tobacco, but we are bears in 
this crop tobacco and have been since the market opened. Especially on your 
No. 3 account, we believe these tobaccos in a few days will be $2 to $4 cheaper, 
but we doubt the No. 5 account getting any cheaper than the price that we paid 
for the small amount that we bought for you. We have not been able to buy any 
of this long tobacco here on the market. The trade has been taking it at about 
$4 higher than we paid for ours ; we casually slipped up on most of ours in the 
country or on boats after it started to market. 

W^e wrote you yesterday that Kennedy was buying freely in the country of the 
long tobacco. Well, he was, but not to-day. The farmers were lined up at his 
receiving doors yesterday and to-day unloading crops bought for long tobacco 
that would not average one-fourth, 24 inches and over. Consequently he has 
called his buyers in and we believe they will stay in several days. 
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Our cooper shop is only a few feet from his receiving doors and we could see 
the farmers handling of this " would-be long tobacco " and we were expecting 
to hear of his buyers being called in. 

There is no interest here in the country now and everything is working favor- 
ably for lower prices. 

The loose floors, had a small offering this morning, but we did not make a bid. 
We wanted to see what the market would do with us entirely out, and we would 
say that it was $2 lower. 

There is not enough coming in now for us to do any buying worth while, so 
we thought it best to just lay out for a few days on the floor and maybe the 
market would get right in the country for us to do some buying. 
We are, yours, truly, 

Stahl & Hayden, 
Per T. J. Stahl. 

P. S. — We are sending you copy of letter written to "your attorney to-day. 

Special attention is directed to the last three paragraphs of the let- 
ter set forth above. 

The following is a reply to the above letter and should be read in 
connection with it: 

Louisville, Ky., February 7, 1920. 
Messrs. Stahl & Hayden, Padticah, Ky. 

Gentlemen : Your letter of the 6th received. In reply, will say we have 
given the same instructions to all of our buyers in the fired districts that are 
buying for the No. 3 and No. 5 account. 

We have felt all along that we were paying prices entirely too high for fired 
dark tobacco, therefore when it became so that we could not secure freight 
cars, and when exchange rates became so unfavorable, we thought best to stop 
or to buy at much lower prices than limits originally given. 

We do not care to buy for the No. 5 account unless at $2 per hundred pounds 
lower than we have paid. 

You did the proper thing in not buying any tobacco after the receipt of our 
letter. 

Keep us posted, so that when the time is ripe for buying we will let you enter 
the market. 

Respectfully, 

E. J. O'Brien & Co. 

Further light upon the activities of the E. J. O'Brien & Co. in 

•"bearing" the market may be seen from the following letter from 

that concern to the American representative of the French regie, 

Baltimore, Md. 

Louisville, Ky., February 7, 1020. 

Mr. E. Lucas Girabdville, 

101-103 South Hanover Street, BaTtimore, Md. 

Dear Sib: Replying to your letter of February 5, will say that unfavorable 
exchange rates have had a disastrous effect upon burley tobacco, for there has 
been a wonderful and sudden decline in .all grades of burley excepting the very 
fine bright grades. 

The foregners can not buy and pay the high prices prevailing and the Ameri- 
can manufacturers are buying slowly on account of the high rate of interest. 

Aireured tobacco has held up well excepting the lugs and trash, but the lugs 
and trash of the air-cured crops are common and but few are in sound condition. 
Prices for fired tobacco holds up well, and it is remarkable the high prices 
that are being paid for the good and fine crops, and the kind that you and I 
want is higher, in my opinion, than conditions warrant. 

Inclosed find clipping taken from to-day's Courier-Journal. You will notice 
that Messrs. J. L. Sherrill & Co., in accordance with my telegraphic instructions 
of yeste^c^ay, stopped buying, and I hope that this will have a good effect on 
the market. 

Lexington and CarroUton are burley -loose markets ; Mayfield, Paducah, Hop- 
kinsville, and Adairville are fired dark markets ; and Franklin is air cured. 

With kindest regards, I am, 
Respectfully, 

E. J. O'Brien & Co. 
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Special attenfion is directed to the following quotation from the 
above letter : 

Inclosed find clipping taken from to-day's Courier Journal. You will notice 
that Messrs. J. L. Sherrill & Co., in accordance with my telegraphic instruc- 
tions of yesterday, stopped buying, and I hope this will have a good effect on the 
market. 

After withdrawing the buyers from the western Kentucky markets 
on certain of the French grades, as indicated in the foregoing corre- 
spondence, the E. J. O'Brien Co. continued to urge their buyers to 
lower their averages on purchases. Such quotations can be found in 
various letters sent out at that time : 

We have every reason to feel that prices will be lower, and if your purchase 
is very small this week we will not be disappointed. 

On February 12, 1920, about a week after O'Brien's buyers with- 
drew from the market on their principal French grades, the follow- . 
ing letter was written by J. L. Sherrill, buyer for the O'Brien Co., 
Mayfield, Ky. : 

Mayfield, Ky., February 12, 1920. 
Messrs. E. J. O'Brien & Co., 

Louisville, Ky. 

Gentlemen : -We are not buying anything, but have received a few loads pre- 
viously bought and are i:eceiving the Bennet & Dublin and H. H. Adams pur- 
chases, as they are prized. 

Tobacco is cheaper, and we could buy some tobacco at around $15 of the 
quality which we have been buying, but we can not buy well-fired, smooth, 
brown tobacco all of it classing B's at this price. This well-fired, smooth, brown 
leaf of sufficient lengtl\,to make B's is being sought after by all the other 
buyers and is bringing ffrom $20 to $24 in spite of the decline. There is not 
much tobacco coming to town. The farmers are not satisfied with the prices 
and blaming the loose floors and the chute for the drop. 

We thought it best to continue out of the market this w^eek, but unless you 
instruct us otherwise we will try to get the best quality we can at the price 
beginning the first of next week. We will not be able to buy much tobacco 
anyway for a while. 
Respectfully, 

J. L. Sherriix. 

Attention is directed to the following language contained in the 
above letter : 

The farmers are not satisfied with the price and are blaming the loose floors 
and \he chute for the drop. 

The effect of the dissatisfaction on the part of the farmers is fur- 
ther indicated in the following letter from E. J. O'Brien & Co. to the 
American representative of the French regie on February 17, 1920 : 

Reducing our average to $15 for fired dark has caused a slight decline in the 
market for the light Kentucky grades, but the decline is not as great as I had 
hoped for. It is needless to say that the farmers are indignant, and of course I 
do not care. 

My purchase last week was fairly large, and the average is some lower. 
The Italian r^gie is in and out of Hopkinsville, Clarksville, and Springfield 
markets, but so far they have not entered the western district. 
Respectfully, 

E. J. O'Brien. 

Another letter was written by the same individual a week later and 
is quoted as follows (written Feb. 26, 1920) : 

I fairly believe that I will be able to buy fired tobacco at lower prices. Yon 
know I practically withdrew from the market two weeks ago to-morrow, and it 
is needless to say there are a good many farmers saying lots of bad things about 
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me. Of course, you know I do not care, for I want to buy tobacco at a price that 
I think the product ought to sell for. 
Respectfully, 

E. J. O'Brien. 

The last two letters just quoted above clearly indicate two things: 
One, that the withdrawal from the market by O'Brien's buyers had 
the desired effect ; second, that the farmers are very muph dissatisfied 
with the action of O'Brien's buvers. 

The first indication that the farmers were finally selling their to- 
bacco at the prices offered them by the regie buyers is found in the 
following letter : 

Louisville, Ky., February 19j 1920. 
Mr. E. Lucas Girardville, 

101-103 South Hunover Street, Baltimore, Md. 

Dear Sir : Again referring to your telegram of the 18th will say that we will 
continue shipping to New Orleans from points most advantageous in the way of 
Inland freight rates. 

We can not say just how much tobacco we will have for March, ApriT, and 
May until we begin buying more freely, and unless other interests enter the 
market and pay the high prices that are asked by the farmer we are going to 
buy slowly until such time as the farmer is willing to sell at a fair price. All 
the Louisville tobacco will go to New York ; also tobacco that is hanging to be re- 
dried. However, we would not be able to ship any of the redried from the 
country before May. 

We wiU not ship any more tobacco to Norfolk, Baltimore, or Philadelphia until 
you instruct us otherwise. Your telegram read "Norfolk, Baltimore, and 
Norfolk." We judge you intended it as Norfolk, Baltimore, and Philadelphia. 

It is rumored this morning that the Italian r6gie will not enter the market 
before March 1. They really have stopped buying at all points. Our men advise 
us that the farmers are weakening and we are getting the tobacco at more 
reasonable prices. 
Respectfully, 

E. J. O^Brien & Co. 

Particular attention is directed to the following language in the 

above letter: 

Our men advise us that the farmers are weakening, and we are getting the 
tobacco at more reasonable prices. 

On or about February 19, 1920, E. J. O'Brien & Co. issued instruc- 
tions to its buyers to discontinue buying fired tobacco in the country. 
The following letter from Snider & Baird, Adairyille, Ky., acknowl- 
edged those instructions and reported on the condition of the market 
at that point : 

Adaib, Ky., February 20, 1920. 
Messrs E. J. 0*Brien & Co. 

LouAavUle, Ky. 

Gentlemen : This is to acknowledge receipt of your letter- of February 19 
instructing us to discontinue buying fired tobacco in the country. We had so 
interpreted your previous instructions and have not tried to buy any for some 
time. 

All buyers in this section seem to be out of the market at this time, and the 
market at Springfield seems to be very draggy. We think there is considerable 
tobacco left in the country, but a greater part of the good crops have been 
picked. The air-cured market at Russell ville is doing practicaUy nothing also. 

We hope when buying in this section is resumed you will be in position for us 

to make you a good purchase of fired tobacco. 

Respectfully, 

Snideb & Baibd. 

On the same date, February 19, 1920, E. J. O'Brien & Co. received 
an additional order of 3,500,000 pounds of snuff tobacco from the 
French regie. This included both air-cured and fired tobacco. 
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One of the methods used by the O'Brien buyers as well as the other 
regie buyers, and in fact most of the large mterests, was the with- 
drawal of buyers from country buying. The following letter from 
M. L. Farmer, Fulton, Ky., to E. J. O'Brien & Co. is of interest in 
this connection : 

Fulton, Ky., February 21, 1920. 
E. J. O'Brien & Co., Louisville, Ky. 

Gentlemen: Inclosed please find signed bill of lading for 55 hogsheads of 
tobacco shipped to New Orleans, also invoice of tobacco received the week 
ending, and insurance card. 

The farmers are still unwilling to bring out little to our " chute " at the pres- 
ent prices, and I find it useless to ride. 

The Imperial people, represented by R. C. Whitnel, have withdrawn from this 
market for the season. The Italian people have made no effort to buy," and Mr. 
Lewis seems to know nothng as to when they will start. Mr. Browder has no 
prices at present. 

I am very anxious to buy, but with the farmers as they are I think it best to 
stay out of the country at present. However, when the farmers begin to show 
any sign to accept my prices I will make a strong effort to buy these tobaccos. 

The weather conditions here point to a good season, as it is very warm and 
raining. 

Yours, very truly, 

M. L. Farmer. 

It will be noted from the above letter that the farmers were unwill- 
ing to bring their tobacco to the chute and that the buyers were un- 
willing to go into the country to buy until the farmers were ready 
to accept lower prices for their tobacco. Apparently at Fulton, Ky., 
all the farmers were not yet ready to accept the prices being offered 
and the waiting policy was still in vogue. This situation at Fulton, 
Ky., continued for some time. 

Mention has been made heretofore in this report of the activities 
of the American Snuff Co. to uphold the market in western Kentucky 
so that the farmers could get a fair price in this territory. This 
statement is borne out in the following letter from W. R. Dorris, 
buyer, Hopkinsville, Ky., dated March 1, 1920. 

HoPKiNSViLLE, Ky., March 1, 1920. 
Messrs. E. J. O'Bbiei^ & Co., 

Louisville, Ky. 

Gentlemen : Loose floor offerings were of medium size to-day, with very 
little change in prices. I was able to secure very little leaf, or lugs either, for 
the No. 3 account, notwithstanding the fact that the American Tobacco Co. was 
not represented, and the only effect that I noticed in the market to-day, by 
their being out, was on the brown common lugs, or such lugs as we are buying 
for the regular account. I was able to buy a number of trucks of these lugs 
that are very satisfactory, from 5f to 7 cents, but they were hardly clean enough 
for the C lugs in the No. 3 account. 

I hardly understand the American Snuff Co., as when any one interested drops 
out of the market this interest takes their place. For instance, I thought when 
the A. T. Co. dropped out, I would be able to buy a nice lot of brown lugs 
suitable for our C grade at from 13 to 15 cents, but the American Snuff Co. 
bought practically all of them at from 15^ to 17 cents. They are not only in- 
creasing their purchase every day on the loose floor, but they are buying freely 
at the barn ; for instance, they bought two crops Saturday that contained about 
175,000 pounds. They paid from $19 to $20 for one crop and $18 to $22 for the 
other. One of their buyers told me at noon to-day that they were doing this 
for policy, but in my opinion they are doing this because they bel'eve that when 
the regies get back in the market they will not be able to buy these goods, 
medium crops, at $20. They have already made the largest purchase that they 
have made here for two years. 

We received your letter this morning in regard to I. C. shipments. This 
will be entirely satisfactory to us, for all other shipments to go forward 
over this road, including the last lot of samples shipped in, as we made the 
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same arrangements with the I. C. that we have had with the L. & N. and 
began storing with them this morning; but do not fail to notify Miss Hanna 
of the different arrangement. 
Yours, very truly, 

W. R. DOBBIB. 

Another method employed by E. J. O'Brien & Co. to "bear" 
the market in the dark-fired section was to advertise the fact through- 
out that section that the French regie had purchased a large quantity 
of Algerian tobacco, giving the impression that the American pur- 
chase would therefore be curtailed. The following letter was received 
by E. J. O'Brien & Co. from the American representative of the 
French regie : 

Baltimore, Md., March 17, 1920, 
Messrs. E. J. O'Brien & Co., 

815 West Main Street, Louisville^ Ky, 

Gentlemen : I am informed that, on account of the exchange rate, the French 
tobacco r^gie has hicreased very much this year its purchases of Algerian to- 
bacco in order to reduce its purchases in the United States. I could give the 
exact figure. Do you think it advisable, as far as our particular business is 
concerned, to give the information to the Western Tobacco Journal? 
Yours, very truly, 

E. Lucas Girardville. 

It will be noted that the E. J. O'Brien Co. attended to trans- 
mitting this information in a roundabout way to the tobacco trade 
and not directly through a tobacco journal. The following letter 
is a sample of one of the letters- mailed by E. J. O'Brien & Co. to 
their buyers with respect to the French r^gie purchase of Algerian 

tobacco : 

Louisville, Kt., March 20, 1920, 

Mr. W. A. McCuAN, Dresden, Tenn. 

Dear Sir: Owing to unsatisfactory foreign exchange rates, the French Gov- 
ernment has purchased a large quantity of Alger .'an tobacco; consequently, 
France will not require as much fired tobacco as usual ; therefore, buy slowly, 
for we wish to remain in the market until the close of the season. Do not 
pay over $13.50 average for desirable French crops. Do not reduce the quality 
to make the average, for we are in no hurry to buy. 
Respectfully, 

E. J. O'Brien & Co. 

Attention is directed to the fact that no actual curtailment of the 
French order had been made. The fact is, the original order had 
been increased so that the announcement of E. J. O'Brien & Co. 
to their buyers, as outlined above, was clearly a misrepresentation 
of the situation, designed for the purpose of forcing the price of 
fired tobacco lower than it had already gone. 

The following letter from them to the American representative of 
the French regie furnishes an explanation of Mr. O'Brien's not want- 
ing to give the information regarding the Algerian purchase direct 

to the trade papers : 

Louisville, Ky., March 19, 1920. 
Mr. E. Lucas Girardville, 

101-102 South Hanover Street, Baltimore, Md. 

Dear Sir: Referring to your letter of the 17th, will say I really do not be- 
lieve it wise to give the information to the Western Tobacco Journal. However, 
I would like that you would write me a letter about the French tobacco r6gle 
purchasing a certain quantity of Algerian tobacco, but omit the last sentence 
in your letter of the 17th, namely : 

** Do you think it advisable, so far as our particular business is conceme^- 
to give the information to the Western Tobacco Journal? " 

73909—21 9 
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' If you will write me such a letter and omit this sentence, I can in a round- 
about way get the facts before the tobacco trade. 

Hoping you will send me this letter as soon as possible, I am. 
Respectfully, 

E. J. O'Brien & Co. 



Louisville, Ky., March 24, 1920, 
Mr. E. Lucas Girardville, 

101-103 South Hanover Street, Baltimore, Md. 

Dear Sir : I received your telegram of the 24th. You can rest assured that I 
will hold up the quality, but as the average of my purchase is lower I will 
reduce my conventional price. 

My reasons for suggesting that we do not publish in the Western Tobacco 
Journal the large purchase of Algerian tobacco are : 

1. There has been considerable talk about the United States advancing money 
to the Italian r^gie with which to buy tobacco. 

2. I fear that certain people would say that the publication of the large pur- 
chases of Algerian tobacco was intended to lower the market. 

3. The farmers are very much excited and are very restless over the decline 
in prices. 

4. I am carrying a certain kind of insurance that you know nothing about, 
and I do not think it wise to explain in writing why I am carrying this special 
insurance. 

5. I believe it unwise to write fully on the disagreeable situation that now 
exists in the country. 

6. I do not believe it wise for you to write me more than is absolutely neces- 
sary on the questions that I refer to in this letter. 

Respectfully, 

E. J. O'Brien & Co. 

Special attention is directed to the following language of the above 
letter : 

I fear that certain people would say that the publication of a large purchase 
of the Algerian tobacco was intended to lower tlie market. 

The following day, March 25, 1920, E. J. O'Brien & Co. reported 
to the American representative of the French regie that a limit of 
$13.50 crop round had been given to the buyers. On the same day 
also the O'Brien Co. gave their buyers limits as to quantity to be 
purchased on any market for the week. A sample of such instruc- 
tions is contained in the following telegram : 

Makch 25, 1920. 
J. L. Sherrill & Co., May field: 

Do not buy over 100,000 pounds this week. Stop buying in the country ; also 
stop Murray. 

E. J. O'Brien & Co. 

As a result of the activities of the E. J. O'Brien Co. and other large 
buying interest the dark-fired market in western Kentucky became 
so demoralized that the lawless element among the farmers burned a 
loose-leaf chute in Mayfield, Ky., on April 7, 1920. Of course the 
result of this was that most of the buyers went off the market for a 
short period of time until they could prize the tobacco which had 
been purchased. The following letter from E. J. O'Brien & Co. to 
his principal on April 19, 1920, covers the situation at that time in 
the western Kentucky district as well as Clarksville, Tenn., district : 

Louisville, Ky., April 9, 1920. 
Mr. E. Lucas Girardville, 

101-103 South Hanover Street, Baltimore, Md. 

Dear Sir : Owing to conditions existing in the western district of Kentucky 
I stopped buying two weelcs ago at Mayfield, Ky., and at Paris, Tenn., but will 
likely be buying next week in a small way at Mayfield, for I now have nearly all 
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the tobacco that was prized up to last Saturday loaded in cars and moved oiit 
of Mayfield, and the little tobacco left in the factory is hanging, so you see the 
situation in our factory at Mayfield ig all right. 

We had less than 100,000 pounds loose in Paris factory last Saturday night. 
Most of tobacco will be prized this week and will be shipped next week. 

I am satisfied there will be no further night-rider troubles at Mayfield ; fur- 
thermore, the farmers are favorably inclined toward us. 

The Italians began buying freely this week in the western district, and are 
rather strong in the Clarksville, Springfield, and Hopkinsville districts. I will 
likely know Monday next about how much they bought this week. They are 
trying to make an average of $15 in the western district, but are paying much 
higher prices in other districts. They are paying from $20 to $22 crops round 
in the Clarksville and Hopkinsville coimtry. 

It is now estimated that the western district crops will not yield over 
98,000,000 pounds. The first estimates were 110,000,000 pounds. The actual 
quantity sold in the western district up to Saturday, April 5, 1920, was not over 
30,000,000 pounds, which is less than one-third of the crop. On the other hand 
I believe the Italians bought up to April 1, 1919, upward of 18,000,000 pounds. 
This year up to Saturday last their purchase was not more than 4,000,000 pounds 
In the western district. Their entire purchase in the western district last year 
was fully 21,500,000 pounds. While it is only reasonable to expect the Italians 
will buy their requirements, at the same time I doubt if they will buy as much 
as last year, although it is reported that the Italian's territory is greater since 
the armistice was signed. 

My purchase up to April 1, 1919, in the western district was 15,905,821 pounds. 
This year same date my purchase is 8,641,523 pounds. I am insisting on my 
buyers buying only the better crops of French tobacco, hoping later on to buy the 
common and medium crops at lower prices, certainly at prices no higher. How*- 
ever, at this time it is the belief of everyone that the planting this year will be 
very much reduced. If your Government intends increasing their order for 
light Kentucky, heavy, or fired snuff, I would like to receive the order as soon 
as possible for something might happen to cause prices to advance. I would 
advise buying French grades of fired tobacco at present time, say, at $14 average 
or less, for labor is scarce and commanding higher wages than ever before ; fur- 
thermore, if foreign-exchange rates become anything near nornial, there is na 
question but there will be a large demand for fired dark tobacco. 

Kindly study this letter and give me your opinion at your earliest convenience. 
Respectfully, 

B. J. O'Bbien & Co., 

Special attention is directed to the following statements in the 
above letter : 

My purchase up to April 1, 1919, in the western district was 15,905,821 pounds. 
This year same date my purchase is 8,641,523 pounds. 

It can be seen from the above statement that O'Brien had bought 
scarcely more than half as much tobacco up to April 1, 1920, as he 
had bought up to the same date in 1919. 

It appears from the arrangement made between the American rep- 
resentative of the French regie and E. J. O'Brien & Co. that whenever 
O'Brien was able to buy tobacco cheaper that the set price in the 
beginning of the season, known as the " conventional price," the con- 
ventional price was changed to a lower price periodically as often as 
they could be assured that the market was not moving up again. In 
the beginning of the season O'Brien was paying around $17 crop 
round. In April he was able to purchase at $13.50 average crop 
round; consequently there was considerable saving made to the 
French regie, and the conventional price had been changed accord- 
ingly. It must be borne in mind, however, in considering this phase 
of the situation that at whatever price the French regie bought to- 
bacco in this country it would be bought at a very high price because 
of the exchange situation, as pointed out in a foregoing section of 
this chapter. 
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The following letter from E. J. O'Brien & Co. to the American rep- 
resentative of the French regie on April 14, 1920, summarizes the 
situation on that date in the western district : 

Louisville, Ky., April 14^ 1920. 
Mr. E. Lucas Girardville, 

101-103 South Hanover Street^ BaJtimore, Md. 

Dear Sir : Your letter of April 12 received. The reports are that the Italian 
r^gie is buying cautiously in the western district, endeavoring to make an aver- 
age of $15 crops round, but they are buying rather freely in Hopkinsville and 
Clarksville districts and are paying as high as $22 round. Of course the tobaccos 
in the Clarksville, Hopkinsville, and Springfield districts are very much better 
in quality and more suitable for their wants than the tobacco in the western 
district. 

I could have bought more tobacco during the past two weeks at $13 and $13.50 
average, but I am compelling my buyers to buy only the best French crops, for 
the Italian people buy the regular French grades. On the other hand, I believe 
that later on I will be able to buy the common crops for less money, for the 
common crops are not suitable for the Italian r^gie. 

Unless weather conditions prevent or injure the planting, I firmly believe that 
I will buy the balance of my fired dark tobacco at $13.50 or lower — in fact, I 
believe lower — and I feel that it will be safe to figure on an increased order, for 
I now have purchased fully one-half of my requirements of the fired dark 
tobacco. 

You can rely upon saving a large amount of money on all grades of fired, air 
cured, and hurley. 

, As for air cured, I do not believe it wise to ask for an increased order, at least 
at this time. 

Burley is lower. To-day I bought 9 hogsheads of old hurley A at an average 
of $16.32, 20 hogsheads of old burley B at an average of $13.43, and 11 hogsheads 
of old burley C at an average of $10.40, and I believe that I am going to continue 
to buy the old and the new that is in good condition without having to be redried 
at the prices that I am paying this very day. I firmly believe that burley tobacco 
is a good, safe purchase, and that you can recommend an increased order for 
burley. 

Respectfully, 

E. J. O'Brien & Co. 

As explained in the foregoing paragraph, the conventional price at 
which O'Brien was supposed to buy tobacco was changed from time 
to time. The following letter will give an indication as to how 
these changes were made : 

Louisville, Ky., May 25, 1920. 
Mr. E. Lucas Girardville, 

101-103 South Hanover Street, Baltimore,. Md. 

Dear Sir : As I am buying at a much lower average than paid when you were 
here last, I believe it advisable that beginning with the first week's buying in 
June to lower our conventional price. Please think this matter over and give 
me your opinion. 
Thanking you in advance, I am, 
Respectfully, 

E. J. O'Brien & Co. 

As a result of the negotiations started by the above letter, E. J. 
O'Brien & Co. lowered its average of crop around $9.50. The iol- 
lowing letter to one of the buyers for the O'Brien Co. is a sample sent 
to the O'Brien buyers on or about June 7, 1920 : 

Louisville, Ky., June 7, 1920. 
Mr. M. L. Farmer, Fulton, Ky. 

Dear Sir: Do not purchase more than 50,000 pounds this week, and do not 
allow your average to go above $9.50. We want tobacco that will class well ; in 
other words, we want no common tobacco or dirty tobacco. If you can not buy 
at our limit do not buy. 

Respectfully, 

E. J. O'Brien & Co. 
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The E. J. O'Brien Co. continued to caution their buyers to buy 
slowly and not to buy over a certain limited amount every week. 

On June 9, 1920, the following letter was sent by the O'Brien Co. 
to Stahl & Hayden : 

June 9, 1920. 
Messrs. Stahl & Hayden, Paducah, Ky, 

Gentlemen : We have been trying to get you over the telephone for an hour 
and forty minutes. We telegraphed you after 9 o'clock this morning as follows : 

" If you can buy desirable French grades at seven fifty to eight fifty continue 
buying. Endeavoring to phone you" — 

which we confirm. We have stopped all our buyers, but when you telephoned 
here that you could buy at $7.50 to $8.50 we concluded to let you continue buy- 
ing for this week ; but, gentlemen, we want our tobacco prized and shipped out 
of the State of Kentucky before July 1. These are our instructions, and we hope 
you will do all in your power to help us carry out these instructions. Remem- 
ber we do not want you to reduce the quality ; in other words, we want you to 
hold up quality, but get your average as low as possible. 
Respectfully, 

E. J. O'Bbien & Co. 

It appears from the above letter that the average had been lowered 
from $7.50 to $8.50 and that some buyers had been stopped. 

On or about June 18, 1920, the American representative of the 
French regie authorized an additional purchase of 2,000,000 pounds 
of fired tobacco. It might be well to point out that at this time the 
exchange condition was improved and might have something to do 
with the additional order. 

The letter set forth below is an acknowledgement of an additional 
order by E. J. O'Brien & Co. 

LouisvTLLE, Kt., June 21, 1920. 
Mr. E. Lucas GntASDvnxB, 

Baltimore, Md, 

Dear Sib : Your letter of June 18 received this morning. I am indeed pleased 
to learn that the administration approves the additional purchase as suggested 
by you some weeks ago. As soon as you know the exact figures kindly advise 
me so that I can govern my purchase accordingly. As written you before, I 
am desirous of knowing just how much tobacco I have out on contract, therefore 
will remain out of the market this week, with the exception of Paducah. My 
buyer was here to-day and informed me that he believes that he can make an 
average of $9 and secure a desirable lot of French tobacco, therefore I told 
him to commence buying but to buy slowly, for I do not want to create any 
excitement whatever that may cause others to enter the market, thereby ad- 
vancing prices. But on July 1 I will let all my buyers begin buying, provided 
that I can get freight cars. I have been afraid the past two months that I 
would have trouble in securing freight cars, and my fears were verified. I 
have not been able to get any cars at Mayfield in 16 days, although I have 
taken the matter up with the Interstate Commerce Commission at Washington 
on three different occasions, also with the head of the Illinois Central Railroad, 
whose oflfice is in Chicago, but I am getting cars gradually at other points. 

Owing to the trouble in getting G. O. C. permits, I am asking Messrs. Davis & 
Gilchrist to get permits for any port in the East, prefer New York. At the 
present time Baltimore is embargoed. 

All I buy between now and July 1 will be on the first order, for I am short 
about 700,000 pounds unless old contracts weigh more than estimated. How- 
ever, should some of my factories complete prizing and receiving what they 
liave bought up to this time before the end of the month, I will then let them 
commence buying on the second order. 

As regards advance payments you can arrange that as you think best. Will 
endeavor to keep the second order separate from the first order until you decide 
how the account should be kept. On to-morrow I will send you a statement of 
last week*s business, which will show just how much we bought to date, and 
will send as early next week as possible this wreck's buying and prizing. We 
will be guided by any prices that you may suggest. As regards the quantity 
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that we may be able to buy, will say that up to June 12 it was estimated that 
there was left unsold in the western district 36,000,000 pounds of fired tobacco, 
and it is safe to say that we can buy without exciting the market the least bit 
at least 10,000,000 pounds at an average of not over $10 per hundred pounds, 
and at this price get a desirable line of French tobacco. We might add that 
we can buy considerable more than 10,000,000 pounds and I doubt very much 
if I would be compelled to pay much over $10 average. As stated above, I 
have given my Paducah buyer a limit of $9, with the understanding that' he is 
to endeavor to make an average of not over $8.60, provided he does not sacrifice 
quality. 

As regards hurley, there is in the hands of farmers and driers at least 
35,000,000 pounds of tobacco to be sold. I believe I could buy 5,000,000 pounds 
at an average not exceeding $11 to $12, 50 per cent B*s and 50 per cent C's. Of 
course, out of my B*s I would be able to secure enough to make 5 per cent A's. 
If the hurley crop, which is an unusually large one, should meet with no mishap 
in the way of dry weather or early frost, it may be that I could buy hurley for 
the lots at the price I named. 

Owing to the uncertainty of the quantity of air cured that is for sale, I would 
prefer that you say nothing to the administration about air-cured tobacco at 
this time. 

Respectfully, 

E. J. O'Bbien & Co. 

It will appear from the letter just quoted above that E. J. O'Brien 
& Co. hoped to purchase the additional order on an average of $9 
per hundred crop round, and that their plan was to commence buying 
slowly, " For I do not want to create any excitement whatever that 
may cause others to enter the market, thereby advancing prices." 
The reason for this action on the part of O'Brien is plain when it is 
taken into consideration that they had warned the farmers that the 
French regie would not buy as much tobacco out of the 1920 crop as 
they did out of the former crop. It also appears from the above 
letter that on July 1 the O'Brien buyers would all begin to buy larger 
orders. 

A sample of the instruction sent to the O'Brien Co. buyers fol- 
lowing receipt of the additional order is set forth below : 

Louisville, Ky., June 21, 1920, 
Mr. W. R. DoBBis, Hopkinsville, Ky. 

Deab Sib : Referring to your letter of June 18, will say that if you can buy a 
desirable line of French leaf and seconds around $9 and $9.50 average, you may 
continue in the market buying slowly, but remember, we would want half of the 
purchase to yield B's and the other half C's. We want no more low lugs. We 
are giving you this order in order to keep your hands together, for after the 
first of the month we will likely want you to buy some tobacco. This, of course, 
is confidential. 

Respectfully, 

E. J. O'Bbien & Co. 

It will be seen that the E. J. O'Brien Co. was not advertising the 
fact that the French regie had placed an additional order, even to its 
own buyers. 

There is set forth below a letter from W. E. Dorris, buyer for E. J. 
O'Brien & Co., at Hopkinsville, Ky. : 

Hopkinsville, Ky., June 28, 1920, 
Messrs. E. J. O'Brien & Co., Louisville, Ky. 

(tEntlemen : Loose fioor offerings were reasonably small to-day, possibly not 
over 100,000 beinj? offered, practically all common and nondescript, with prac- 
tically no chanjre in prices. My dropping completely out of the market seemed 
to have very little if any effect. With the regies, L. B. Cornette, the Universal, 
W. W. Bradley, the Helme Snuff Co., and J. W. Hancock & Co. being as active 
as they are on the market, I do not see how I am to buy anything to amount 
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to anything at the prices mentioned in your letter. The American Snuff Co. 
i& also looking for bargains ; in other words, they are following their old 
tactics of not letting the other fellow get the cheap tobaccos. 

J. W. Hancock & Co. have bought some tobacco for the Luckett-Wake people, 
but what per cent of their purchase has been bought for this interest I do not 
know, but Burmey tells me they have bought some. 

All that would be suitable for the No. 3 account would be leaf, as the lugs 
off this low leaf would not be suitable for C lugs. There is very little leaf 
selling under $11, even where it is considerably damaged. In other words, leaf 
that is suitable for the A, B, and C grades is selling from $11 to $12 average. 
Of course, if J. W. Hancock & Co. were to get their requirements, it would 
make a considerable difference. However, I am willing to buy what I can. 

As to how much more there is to be sold, it is hard to figure on, as prices seem 
higher here than in the western district. They continue to ship it from all out- 
lying districts, and, too, there are still quite a number of wagons coming in. 
It would not surprise me to see 2,000,000 to 3,000,000 pounds sold on the floor 
^et. 

Yours, very truly, 

W. R. DOBBIS. 

Attention is directed to the first paragraph of the above letter, 
where the purpose of the O'Brien Co. in holding off the market can 
be seen. It will also be noted that this action did not have the de- 
sired effect, as other interests kept the market up. 

During the month of July E. J. O'Brien & Co. apparently had a 
hard time keeping the average for crop round under $9. The fol- 
lowing letter to one of their buyers illustrates the situation : 

July 19, 1920. 
Mr. M. L. Fabmeb, Fulton, Ky, 

Dear Sm: Your average this week on your purchase, $9.52, is full up. We 
only want a limited quantity of tobacco, and we want you to reduce your 
average. Your average this week should not exceed from 9 to 9i cents, and 
in this we want tobaccos that will class and that are sound. Unless you can 
buy the tobacco at prices we give you, we will have to disc»ontlnue, for we have 
positive limits. 

Respectfully, 

E. J. O'Bbien & Ck>. 

On July 30, 1920, the E. J. O'Brien Co. reduced the crop round 

average to $8.50, as can be seen from the following letter to one of 

its buyers: 

LouisviTXE, Ky., July 30, 1920, 
Messrs. J. L. Sherrill & Co., Mayfield, Ky. 

Gentlemen: We received a letter this morning from Mr. O'Brien, in. which 
he instructs us to notify you that if you can buy in a limited way a purchase 
of desirable French tobacco at an $8.50 average that you can buy not exceeding 
100,000 pounds per week. We ask that you kindly telegraph us upon receipt 
of this whether or not you can buy at this price; if not, do not buy until 
further instructed ; but we would like to have a telegram here to-morrow morn- 
ing, so that we can advise him. 
Respectfully, 

E. J. O'Brien & Co. 

On or about August 11, 1920, the American representative of the 
French regie authorized the additional purchase of 1,500,000 pounds 
of dark-fired tobacco. At this time the total purchase authorized by 
the French regie in this country amounted to over 30,000,000 pounds, 
or an increase of about 10,000,000 pounds since the beginning of the 
year. In this connection, however, it is well to bear in mind that a 
part of the additional purchase authorized was the result of the 
money saved by E. J. O'Brien & Co. to the French regie in the pur- 
chase of the original order. This money, of course, was saved by 
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" bearing " the market and forcing it down to far below the average 

price agreed upon at the beginning of the season. 

During September considerable tobacco was bought by E. J. 

O'Brien & Co. on order for the French regie. The following letter 

from the O'Brien Co. to its buyers at Paducah, Ky., indicates that 

they were anxious to close the order up. 

September 8, 1920. 
Mr. T. J. Stahl, Paducah, Ky. 

Dear Sir : Endeavor to make as good a purchase this week as you possibly can 
at $8.50 average, and prize the tobacco as fast as you receive it. Be sure to get 
in all that you have out and increase the purchase as much as you can this 
week. 

Respectfully, 

' E. J. O'Brien & Co. 

The next subsection will be devoted to the activities of the buyers 
for the Italian regie in this country. It will be noticed that in the 
correspondence already submitted mention has been made a number 
of times of the Italian regie buyers. 

By W, G. Durmington c6 Co, — W. G. Dunnington & Co. bought 
dark western tobacco on order for the Italian regie. The loose-leaf 
floors in the dark fired district opened some time in November. W. G. 
Dunnington & Co. was represented on the various western Kentucky 
markets as well as markets around Clarksville, Tenn., and Hopkins- 
ville, Ky., markets through dealers. Somje of the dealers representing 
this concern were as follows: Cousins Tobacco Co., Mayfield, Ky.; 
Griffin & Pitt, Murray, Ky. ; Dickerson Tobacco Co., Paducah, Ky. ; 
Lewis Tobacco Co., Fulton, Ky.; Stewart Tobacco Co., La Center, 
Ky. ; Crosswy Tobacco Co., Paris, Tenn. 

On the opening of the markets W. G. Dunnington & Co. started 

buying on most of the western markets, but evidently the markets 

opened too high for Dunnington to purchase within the price limit 

set by his principal. This will be indicated from the language of the 

following letter : 

Mayfield, Ky., November 28, 1919. 
Messrs. W. G. Dunnington & Co., 

Louisville, Ky. 

Gentlemen : Referring to your phone message, the writer thinks it best to 
stay out of the marltet for the present, as it would be impossible to make an 
average of 17 round. In fact, we could buy none at all. 

I inclose a memo, of Thursday's and Friday's sales, which perhaps will be of 
interest. 

The kind that Sherrill is buying is entirely unsuitable for our purposes, and 
nothing is too mean for Wilson & Usher, and likewise nothing is too high priced 
for the latter apparently. Snuff buying very conservatively, but taking in some 
low grades. 

Allen very strong on medium tobacco. 

Will Usher puts the market up every time he attends. He buys for Houston 
Adams, Walter Wright, and occasionally knocks one down to Clifton Usher. 

Bennett buying very confidently. 

Ligon tame. 

The Imperial have completed arrangements and will be in shortly, I am 
informed by Proctor. 

Dart's man here to-day looking around for long tobacco. 

Writer will be In Martin until further notice. 
Yours, very truly. 

Cousins Tobacco Co. 

It appears that the buyers for the W. G. Dunnington Co. were on 
and off the market two or three times during the month of December, 
1919. On January 5, 1920, W. G. Dunnin^on addressed the follow- 
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ing letter to K. G. Morton, representative of that concern, in Louis- 
ville, Ky. : 

Farmville, Va., January 5, 1920. 
Mr. R. G. Morton, Louisville, Ky, 

Dear Robert: I thank you for your letter containing the information for 
Jno. E. Hughes & Co. 

Our market opened again to-day; prices very much off, low grades f4 to $6 
below closing on December 19. Better grades proportionately. It would be 
best to watch Guy Jones closely and not let him pay too much for the Spanish 
trashes or lugs. 

I hope to come around the middle of this month. If you can do so, I would 
suggest that you try to prevail upon Mr. Scalvini not to start buying before the 
middle of February; March 1 might be best. If we should begin now there 
would be nothing to be gained, but If we wait for prices to be established on a 
lower basis, we can then buy all tobacco he wants. 

I am inclosing check for $12,500 from the Italian tobacco r^gie. 
Yours, fondly, 

W. G. DUNNINGTON. 

The policy of the W. G. Dunnington Co. will be seen in the third 
paragraph of the above letter. It is clear that pressure was brought 
to bear upon Mr. Scalvini, the Italian representative, by the W. G. 
Dunnington Co. to hold off the market in order to bring about lower 
prices. 

The following quotation was taken from the reply of Mr. Morton 
to Mr. Dunnington to the above letter: 

I shall try to hold Mr. Scalvini down and not buy tobacco as long as I can. 
However, what success I shall have with this I do not know. He is expected 
out here next. week. 

The result of the pressure brought to bear by Dunnington officials 
can be seen in the following paragraph taken from the letter from 
Mr. Morton, of that concern, to Mr. W. G. Dunnington, dated Feb- 
ruary 7, 1920 : 

You, Dickerson, and I, agree in not starting to buy Italian tobacco in the 
western district, and Mr. Scalvini so fUr has abided by our opinion. Moss seems 
to think we should start, but I think we should wait a week longer anyhow, 
maybe a litUe longer than this. We would just about kill the effect (advantage) 
now of the decline. Should we enter now we would lose practically all that 
vCe gained by staying out. The buying in the ClarksviUe district by us has 
had very little effect in the western district. It did have a little more effect at 
Murray than any other place, but I think now all of that influence of our buying 
in the ClarksviUe district has about been dissipated in the western district. 

Apparently a conference had been held by the interested parties 
and the decision had finally been arrived at to hold up the market for 
a longer period in order to take advantage of the decline which they 
had brought about by holding off the market as long as they had. 

Instructions apparently were sent out by the buyers of the W. G. 
Dunnington Co. to withdraw from the market. These buyers, how- 
ever, were restive. This can be seen from the following letter from 
one of the W. G. Dunnington Co.' buyers, dated January 23, 1920: 

January 23, 1920. 
Messrs. W. G. Dunnington & Co., 

Louisville, Ky, 

Gentlemen : There is but very little change in conditions here since we wrote 
you last. Medium grades of tobacco bring from 23 to 26 owing to conditions, 
better grades 28 to 30. Commoner 18 to 22i, and but very little leaf selling for 
18 where the condition is good; lugs from 8 to 10. Many of the farmers are 
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waiting for us to enter the market, while amongst others there is considerable 
unrest as to whether to accept the present prices. Good many loads most every 
day when the weather is suitable from most all sections going to Mayfleld and 
Murray. Eaker & Holifleld are buying some; however, there is nothing 
alarming. 

Of course, we will be glad to enter the market any time that in your judg- 
ment is best, as our ezi)enses are around $1,600 per month. 
Yours, very truly, 

J. A. Cbosswy. 

It will be noted from the last paragraph of the above letter that 
at the time the Italian r^gie buyers were staying off the market their 
overhead expenses still continued. 

As has been stated in the foregoing subsection and has been indi- 
cated in this subsection, the Italian regie buyers were off the market 
in the western Kentucky section during the early part of the season. 
The following letter from the Dickerson Tobacco Co., Paducah, Ky., 
to W. G. Dunnin^on & Co. throws considerable light on the market 
situation in that district on January 30, 1920 : 

Januaby 30, 1920. 
Messrs. W. G. Dunnington & Co., 

Louisville, Ky. 

Gentlemen : Paducah sales light. Offerings very common. Prices about the 
same, certainly no higher. 

Murray : Sales comparatively light. I was told yesterday that prices had 
been easier all weeli. PersonaUy, I saw no change in them. The most of the 
tobacco very common. Kennedy, Outland Bros., tyid Rudolph Hach & Co.'s 
representatives are buying some of the better tobacco in the country at prices 
ranging from 27 to 33 cents for the leaf, 10 for lugs. 

Fulton: Very little tobacco is being offered onj the streets. No country 
buying. 

Martin: Where Kennedy and the French bought about 125,000 pounds last 
weeli. Moss tells me that they are buying less this week. Kennedy at least has 
withdrawn some of his buyers from the field; did not like the quality of the 
tobacco said to be reason. 

Mayfield : Sales have been fairly heavy all the week. The market is perhaps 
a little easier but not materially so, as the offerings are very common. A big 
per cent of it absolutely unsuitable for our purposes. At this point the French 
are doing their utmost to put prices down and the Usher crowd trying to keep 
them up and buying a great deal of medium and common tobacco. Mr. Usher 
told me that he withdrew from the market there yesterday afternoon and the 
French let the market down $2 to $3 per hundred. 

The Snuff are buying a little tobacco in the country tliis week at from 27 
to 30 cents, 10 for lugs. However, I think they are buying in a very limited 
way. 

The French buyers bought from speculators at Mayfield this week from 
250,000 to 300,000 pounds, at an average of approximately 16^ cents. Aside 
from the street offerings being very common, the tobacco is very soft. 

Farmers are becoming very much interested at practically all points as to 
when buyers will begin riding, but at no point are they ready to accept, what 
you would consider a reasonable price. 

The Imperial at Princeton, and Bradshaw at Eddyville, are buying some to- 
bacco at an average of 20 cents. We hear that they have offered as much as 
23 cents, but we do not know this to be correct. 
Yours, very truly, 

A. D. DiCKEESON. 

p. S. — Several farmers, Mayfield, reporte<i offers to-day — with the W. A. 
Usher faction out of market it would go to pieces at once. 

A. D. D. 

It will be seen from the Mayfield paragraph of the above letter 
that the French regie buyers were taking advantage of the fact that 
the Italian regie buyers were off the Mayfield market. 

The first indication of the effect the reentry of the buyers into the 
western Kentucky markets would have is found in a letter from Mr. 
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Moss, the Mayfield, Ky., representative of the W. G. Dunnington 
Co., to the latter concern, January 31, 1920 : 

January 31, 1920. 
Messrs. W. G. D. & Co., Louisville, Ky. 

Gentlemen : The O'Brien and Kennedy crowds have been buying a little 
tobacco this week, but not in the quantities that we had expected, as it seems 
that they are not as eager for the tobacco at the prices tliey formerly paid. 
In fact, they have turned down quite a few farmers that have come in to trade 
with them. 

Farmers are showing increasing anxiety and there is little doubt that should 
we enter the market they would sell freely to whoever had the best prices. At 
present they are a little of the opinion that our entrance w^ould stinmlate 
things, but should we enter at a price that was below their expe(?tations, or 
more correctly speaking, their hoi)es, it would have the effect of making 
them become resigned, and, no doubt, would result in breaking the market 
loose and result in free selling in a short while. 

I think it would be a good idea to enter at Mayfield first, and should you 
concur in this 'idea, I would commence buying through the chute, and only 
buy in the country those crops that w^ere thoroughly committed ; that is, only 
where, after invitation from the owner and wheie he had sa.d enough to give 
us a pretty good idea, that we were sure of trading. 
Yours, verj^ truly, 

G. R. :Moss. 

Upon receipt of the above letter the W. G. Dunnington Co. ad- 
dressed the following letter to A. D. Dickei-son, their representative, 
at Padueah, Ky. : 

February 3, 1920. 
Mr. A. D. DicKERsoN, Padueah, Ky. 

Dear Sir: We have a letter from Mr. Moss, dated January 31, rather advis- 
ing us to commence buying at Mayfield through the chute. To thLs we have 
replied that w^e are not yet ready to start buying and believe we should still 
hold out and not buy for the present. We would like to know your opinion 
on the subject. 

Confidentially, we have started buying in a limitetl way in the ('larksville 
district, and we would like to know what effect, if any, this buying has had 
in the western district and whether or not the trade generally knows we are 
buying in the Clarksville district. We would like to have you advise us, too, 
as to the news in the western district regarding buying, etc. The writer expects 
to leave for the Henderson district to-night, but will be back here in two or 
three days and would like to have your reiwrt on his return. 

Thanking you in advance, w^e are, 
Very truly, yours. 

It would appear from the above letter that a reply had been given 
to the letter from Mr. Moss that the Italian regie was not ready to 
start buying. It would also appear that this interest had started 
buying in the Clarksville district and was anxious to know what 
effect this buying had on the western district. 

On February 4, 1920, Mr. Moss, of the Cousins Tobacco Co., May- 
field, Ky., again urges the Italian regie to start buying on the May- 
field market. He states that it is generally known that the Italians 
are buying in the Clarksville district and that the farmers are 
wondering why they do not buy in the Mayfield district. He ad- 
vanced the opinion that because it is generally known that the 
Italians are in poor condition as to finances and entry in the market — 

At a price consistent with a depleted treasury would not cause bad feeling 
* - * *. On the other hand, if we do not enter, it will begin to impress them 
that we are employing *' bear "tactics and cause a feeling of soreness that is 
liable to culminate in a considerable bad feeling. 
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February 5, 1920, Moss, of the Cousins Tobacco Co., sent the fol- 
lowing letter to W. G. Dunnington & Co. : 

Februabt 5, 1920. 
Messrs. W. G. Dunnington & Co., Louisville, Ky, 

Gentlemen : W. F. Wright & Co. seem to be out of the market. Sherrill says 
he has been lowered $2 on aU grades. The run of tobacco was better to-day. 
Yours, very truly. 

Moss. 

It will be seen from the above letter that the movements of 
E. J. O'Brien & Co., which is represented by Sherrill, at Mayfield, 
were known at all times by the Dunnington buyers and were accord- 
inrfv reported. 

The following letter from the same party contains further indica- 
tion of this fact : 

Febbuaby 6, 1920. 
Messrs. W. G. Dunnington & Co., Louisville, Ky. 

Gentlemen : Sherrill is out enfrely. He didn't make a bid to-day. 

Vich Allen is out. Wilson & Usher bid occasionally, but rarely buy a load. 
H. H. Adams buying sparingly. Snuff buying with right smart confidence, but 
Imperial do ng a little. Snuff sticking to the medium grades as a rule. Ballew 
buying more than usual, paying good prices. 

Will Usher still supporting the market and knocking It down to Smith. 

The market about a dollar lower to-day on an average, the decline being on 
medium grades. The long tobacco a little easier^ the best grades showing about 
the same as previously. 

All buyers have quit in Weakley County and the market is demoraUzed there. 

Don't think it a good idea to start there yet. 

Think we could make an average of 18 round on the chute next week and 
obtain a fair line of C tobacco. 
Yours, very truly, 

Moss. 

The dark western markets continued on the downward trend 
throughout the month of February. The following letter from Moss 
to W. G. Dunnington & Co. summarizes the situation on that date : 

Febbuaby 21, 1920. 
Messrs. W. G. D. & Co., Louisville, Ky. 

Gentlemen : It appears that about 18 per cent has been sold in the western 
district. 

There has been very little tobacco sold in Mayfleld at the chute during the 
past week. The amount coming does not bring out a full crop of buyers and 
indifference is displayed by all buying interests. 

My understanding is that the French are operating on a 15-round basis. 
Sherrill makes a bid, occasionally buys a load. McCuan at Dresden and Wells 
at Martin continue to buy and are picking up a few crops all along at this basis 
of figures. Kennedy is practically out of the market. 

The snuff companies are apparently sorry they did as mifch as they did da 
and are buying very sparingly. 

Wilson & Ushur are not buying at all. 

W. F. Wright & Co. have bought very little since the decline and appear to 
be sorry they bought so much. While little Usher has bought during the period 
of low prices he has knocked out to Smith. This is evidently for speculation, 
as they filled the spinning order some bit ago. 

The Imperial has practically quit. 

Ligon never has been a factor and still does little. In fact, we seem to be in 
the most unusual situation of having practically no market. This is largely 
due to the fact that the farmers have not as yet fully realized that prices must 
be lower to make a market. 

There is little doubt that farmers would sell at prices materially lower than 
those prevailing some time back, and they are weakening more every day. How- 
ever, it would appear that it would be better to have a good season before we 
started, so as to give them an opportunity to commence bringing tobacco to the 
chutes at various places again. 
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I am of the opinion that you should start at the chutes before going to 
country. What is bought in that way will bring no blame on us. We will be in 
the attitude of having made one more bid than the other fellow on what we 
buy, with the resultant "welcome that is extended to any new competitor. 

On the other hand, should we start in the country at a price that is materially 
lower than those that have formerly prevailed, we would be censured to a cer- 
tain extent and be blamed for trying to depress prices. 

Ezell is buying a little long one-sucker at prices ranging from 20 to 25 for 
leaf and 8 for lugs. 

No. one buying in the country at Mayfleld. 

Yours, very truly, Moss. 

According to the above letter, farmers were very nearly ready to 
give in and take the low price offered by the various interests. 

Further indication of the purpose of the Italian regie in holding 
off the market, at least in the mind of one of its buyers, is seen in the 
following letter from J. A. Crosswy to W. G. Dunningtoii & Co. : 

March 4, 1920. 
Messrs. W. G. D. & Co., Louisville^ Kif. 

Gentlemen : Would you be surprised to know that a number of people ask 
us each day, "Are you going to buy tobacco? If so, when are you going to 
start? " Have you any dope to furnish us with to satisfy them? 

What do you think about trading out with some of our buyers in order to 
eliminate expense as much as possible? Under ordinary conditions we would 
feel need of all we have. This time, as usual, we made trades for their pay to 
start December 1, and buying \vas practically over by this time. At a reason- 
able expense wnth an average volume of business we will need all we have, 
otherwise we m^ght make some disposition of some of them. You may advise 
what you think best along this line. 

We will know we have made money for our principals by not entering the 
market earlier regardless of our expense accounts, and, of course, might be 
able to assist along this line. 

Yours, very truly, J. A. Cbosswy. 

Special attention is called to the following language found in the 
last paragraph of the above letter : 

We will know Vve have made money for our principals by not enter ng the 
market earlier regardless of our expense accounts, and, of course, might be able 
to assist along this line. 

The following letter is a reply of W. G. Dunnington & Co. to the 
letter quoted above, which should be studied carefully : 

March 5, 1920. 
Cross^vy Tobacco Co., Paris, Tenn. 

Gentlemen : T hardly know how to answer your question regarding buying 
tobacco, excepting to say that we expect to buy tobacco. Just when, we are 
not sure. We have no further advice than this, though we do not want to 
buy at the prices tobacco have been selling for. Do not think conditions justify 
prices that have been paid. When the market gets down low enough we expect 
to give you instructions to buy. Prices, in our judgment, have been too high 
on every variety of tobacco — and they are bound to come 'down. When this 
will happen we are, of course, not prepared to say — though we know that all 
tobaccos excepting a few specialties, everywhere, have declined very materially 
in the last two months. We think beyond question prices will decline further; 
but about this you know as well as we do. 

In regard to disposing of some of your buyers — eliminating expense as much 
as possible — that is nearly always good business ; however, if conditions become 
better later on and we buy a fair quantity of tobacco, it being so late, you 
will need more help than usual ; therefore we are not in a position to advise you. 
You will have to guess at this yourself. 

When you can buy tobacco at 15 cents round, or the equivalent in split 
prices, getting good Italian tobacco, let us know. We think this year you should 
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• 

buy at split prices more than you ever did. About this, however, we will talk 
to you at the proper time. 

We are in the same position as you are; we have a whole lot of force and 
practically nothing to do. 

Yours, very truly, R. G. Morton. 

It will be noted that the only reason given in the above letter for 
not buying tobacco was — 

that they do not think conditions justify prices which have been paid. When 
the market gets down low enough we expect to give you instructions to buy. 

The Dunnington buyers entered the western district markets along 

in April, 1920, and began to buy in a conservative way, at a very low 

average. This can be seen from the following letter of instructions 

to Gritfin & Pitt Tobacco Co., Murray, Ky. : 

April 19, 1920. 
Griffin & Pitt Tobacco Co., Murray, Ky, 

Gentlemen : I notice that you only bought 58,150 pounds of tobacco last 
week, and made good average, $13.48, and if tobacco is all right purchases look 
all right ; that is, price, etc. 

If conditions are favorable, hope you will buy more tobacco this week. We 
do not mean to urge you to buy when conditions are not favorable. If they 
are not favorable now, we believe they certainly will be in a very short time. 

On April 10, 1920, R. B. Stewart, representing the Dunnington 
Co. at La Center, Ky., reported conditions at his market. This letter 
is set forth below : 

La Centee, Ky., April 10, 1920. 
Mr. R. G. MoETON, LouisviUc, Ky, 

Dear Sik : As you see, we didn't buy anything this week owing to the dissatis- 
faction among the farmers. 

We could have bought several crops, but we were advised by your Mr. Dicker- 
son not to do so. As you know, it is hard to buy bargains when folks are not 
ready to sell. The crop is still all here, hanging in the barns, and we have a lot 
to pick from, and believe that when the time is right we can pick these crops and 
buy strictly good Italian tobacco — and we will put the ** soft pedal " on when 
that time comes. This is a year a fellow can do lots of things. 
Yours, very truly, 

R. B. Stewaet. 

The above letter clearly sets forth the attitude of the buyers of the 
Dunnington Co. on the western Kentucky markets in April, 1920. It 
would also appear from the above letter that the buyers for the 
Italian regie had waited until the proper time for entering the market. 
This fact is brought out even more in the following letter from A. D. 
Dickerson, Paducah, Ky., to W. G. Dunnington Co. : 

Paducah, Ky., May 29, 1920, 
Messrs. W. G. Dunnington & Co., 

Louisville, Ky, 

Gentlemen : Mr. Moss says conditions for buying in Martin are very favor- 
able ; that the coming week he would like to have the privilege of buying as much 
as 200,000 pounds ; at the same time very probably would not buy so much. In 
his western section, where his heaviest tobacco is, more of the farmers are 
inclined to turn it loose ; stated, however, that it is not his wish to buy a large 
amount of tobacco at that point any week. 

At Mayfield, in his judgment, 250,000 pounds is enough in quantity for any 
week. I merely give you his opinions. 

We could have bouglit freely here this week, but we attempted to make our 
selections carefully and reduce our average at the same time. This is one year 
you can do most anything you want to, especially about this time. 

Reverting to our phone conversation a few days ago relative to the 5 and 6 
cent low-grade tobacco, I believe when we have a big season it would be a good 
time to buy some of it. Unless there is a change in conditions, farmers yet will 
sell it for less money ; very probably be glad to do so. This, of course, is a guess. 



REPORT ON THE TOBACCO INDUSTRY. 143 

But if they get the crop out very largely, somebody will have the opportunity of 
buying some that will look reasonable, and yet it might not be cheap. 
Yours, very truly, 

A. D. DiCKERSON. 

The following quotation taken from the above letter clearly indi- 
cates that Mr. Dickerson considered the situation was well in hand 
from a buyer's viewpoint : 

We could have bought freely here this week, but we attempted to make our 
selections carefully and reduce our average at the same time. This is one year 
you can do most anything you want to, especially about this time. 

The following quotation taken from a letter from Mr. Moss, of 
Cousins Tobacco Co., Mayfield, Ky., to W. G. Dunnington & Co., indi- 
cates that the Dunnington buyers were quick to take advantage of 
O'Brien's absence from the markets in their territory : 

O'Brien is out of the market in Martin territory, as elsewhere, and the price' 
is easier there. We have bought at that point our full allotment of 150,000 
pounds, and it looks like a good time to buy there. The writer understands 
that Mr. Scalvini was not favorably impressed with the tobacco, but is not 
authoritatively informed about same. If you wish us to increase the amount, 
I believe we can buy more to-morrow. The average is around 11.30, and our 
receiving average is running below the contract average. 

On July 10, 1920, the following message was sent to A. D. Dicker- 
son Co., Paducah, Ky., by W. G. Dunnington & Co. : 

Cut purchases at least half in western district next week. 

On July 31, 1920, Scalvini wired W. G. Dunnington & Co., Louis- 
ville, Ky. : 

Stop buying at all points. 

The W. G. Dunnington buyers practically discontinued buying 
dark-fired tobacco in the western Kentucky district, as well as the 
Clarksville district, on August 1, 1920. Some few small purchases, 
however, were made in the country, apparently on contracts which 
had been made prior to August 1. 

An examination of the records of W. G. Dunnington & Co. shows 
that the bulk of their purchases in the Clarksville district for the 
1919-20 crop season was made in the months of February, April, 
and May, with substantial purchases in the months of March, June, 
and July. While the bulk of the purchases in the western Kentucky 
district was made in the months of May, June, and July, with sub- 
stantial purchases during the month of April and Aupist, no pur- 
chases whatever were made in the western Kentucky district during 
the months of January and February. A small purchase had been 
made in December, 1919, and a comparatively small purchase was 
made in March, 1920. 

The average price paid for the tobacco purchased in the Clarks- 
ville district varied from 25.14 in December to 27.80 in February, 
21.55 in April, 19.37 in June, 20.36 in July. The average price of 
tobacco purchased in the western Kentucky district varied from 
19.47 in December to 14.30 in March, 12.53 'in May, 11.09 in July, 
9.93 in August. 

It can be seen, therefore, from the above figures that W. G. Dun- 
nington & Co. profited by holding oif the market in January and 
February and making their purchases after the market had declined 
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as a result of their own activities in conjunction with others in 
" bearing " the market. 

IN THE BRIGHT SOUTHEBN DISTRICT. 

By the American Tobacco Co, — There was no complaint on the 
part of dealers, warehousemen, or producers in the bright southern 
district (Virginia, North and South Carolina, and Georgia) with 
respect to holding off the market or buying under cover by the 
American Tobacco Co. However, it is known that the American 
Tobacco Co. purchased over 4,000,000 pounds of bright southern 
tobacco from or through dealers. Various subsidiaries of the Uni- 
versal Leaf Tobacco Co. acted as purchasing agents for the American 
Tobacco Co. on many markets. 

While it is apparent that in the bright southern district the Ameri- 
can Tobacco Co. pursued a method of buying under cover, yet it 
does not appear that it had the same effect as m the hurley district. 
The American Tobacco Co. purchased a smaller percentage of the 
tobacco in this district than in the hurley district, and its actions in 
this regard would naturally not affect the market to the same extent. 

By the Liggett (& Myers . Tobacco Ca. — ^The Liggett & Myers 
Tobacco Co. during the 1919 crop season purchased a large quantity 
of bright southern tobacco through subsidiary organizations of the 
Universal Leaf Tobacco Co. in a similar manner as the American 
Tobacco Co. In some instances their purchases were made on direct 
order, and in other instances outright purchases were made from 
stock already purchased on the market by such concerns. In addition 
to the bright tobacco bought through the Universal Leaf Tobacco 
organization, the following dealers acted as buyers for Liggett & 
Myers Tobacco Co. in the bright southern district : 

I. N. Vaughn, at Richmond, Va. (Virginia market) ; W. G. Dun- 
nington & Co., at Farmville, Va. (Virginia market) ; J. P. Williams, 
at Martinsville, Va. (Virginia market) ; E. V. Webb, at Kinston, 
N. C. (North Carolina market) ; E. J. Jones, at Sanford, N. C. 
(North Carolina market) ; W. Y. Malone, at Chadburn, N. C. (North 
Carolina market) ; E. P. Sartin, at Fairmont, N. C. (North Carolina 
market) ; H. C. Mills, at eJohnsonville, S. C. (South Carolina mar- 
ket) ; J. S. Sherrer, at Connelly, S. C. (South Carolina market) ; 
Cobb & Grogan, at Danville, S. C. (South Carolina market) ; and on 
several Georgia markets. 

The correspondence set forth below would indicate that the Liggett 
& Myers Tobacco Co. held off the market at Richmond, Va., in De- 
cember, 1919, because of the high prices : 

December 6, 1919. 
Mr. J. S. Cobb, 

Durham Leaf Department, Durham,, N. C 

Dear Sir: We were advised to-day by Mr. W. H. Cobb to suspend buying 
sun-cured tobaccos for your account. This came to us as a complete sliock and 
surprise, and to say tliat we are very much disappointed puts it but mildly. 

We must advise that we did not know your requirements from the 1919 crop, 
but had been led to believe by Mr. W. H. Cobb that the same would be around 
1,000,000 pounds, hence we bought very freely at the beginning and gave you 
full benefit of every purchase of your grades. We were confident at the time 
that these tobaccos would materially advance ; in fact it was simply, a matter of 
rehandling the tobacco. However, we wish to thank you for the business. 

Now, for us to leave the market when the same is about 50 per cent sold puts 
us as dealers as well as the market in a very awkward position. We have re- 
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fused a great deal of business this year for tlie sun-cured tobaccos, thinking that 
we would have the pleaure of representing you during the entire season, and 
we earnestly request that you give the matter of continuing your serious con- 
sideration, provided, of course, if you wish any more of this tobacco. We do 
not recommend at present prices buying a very small percentage of the 
offerings, but for the market to be practically left in the hands of one buyer 
certainly kills the sun-cured business, and we very much dislike to see the 
matter take that turn. 

We also wish to advise that we do not think that there will be any material 
reduction in prices, as we have been buying only about 8 per cent of the breaks, 
but the manner in which the market was handled last year had a seriously dam- 
aging effect on the same and forced a large percentage of the planters to go out 
of the sun-cured business. 

We trust you will receive this letter in the spirit in which it is written, and 
asking that hereafter you give us more information, of course, if you see flit to 
do so, as to your wants, and let us give you the benefit of our knowledge re- 
garding the same. 

Yours, faithfully, I. N. Vaughan & Co. 

E. J. O'Brien bought Maryland tobacco for Liggett & Myers To- 
bacco Co. on Baltimore, Md., market during 1919-20 crop season. 

By the R. J, Reynolds Tobacco Co- — ^The R. J. Reynolds Co. also 
utilized the subsidiary concerns of the Universal Leaf Tobacco Co. 
in the purchase of bright southern tobacco during the 1919 crop 
season, especially in North Carolina. Most of its purchases through 
this organization were on order. The following letter illustrates the 
manner in which the R. J. Reynolds Tobacco Co. requires its com- 
mission buyers to report the condition of the market, and also gives 
an example of the Reynolds Co. holding oif the market : 

Janijaby 7, 1920. 
The R. J. Reynolds Tobacco CJo., 

WinMon-Salem, N. C. 

Dear Sibs : We have sold but little tobacco since the opening this year. Prices 
seem to have an easier tendency. 

No. 6 can be bought around $100, No. 5 from 90 to 95, and No. 4 from 80 to 90, 
No. 3 from 65 to 75. 

So far this season neither the American Tobacco Co. nor Liggett & Myers have 
bought any cutters. What has been sold were bought by the Imperial and Ex- 
port companies. We hardly think enough has been on sale to fairly indicate 
the market, but above is about what would suit the various grades has brought. 
We would be glad to reenter the market for you, if in need of further stock. 
. Yours,truly, 

W. P. Henby Co., 

W. P. Henry, President, 

While the E. J. Reynolds Tobacco Co. did not buy tobacco through 

the J. P. Taylor Co., a subsidiary of the Universal Leaf Tobacco Co., 

yet the letter set forth below would indicate that the buyer of the 

K. J. Reynolds Tobacco Co. at the Hartsville, S. C, market was 

allowed to purchase tobacco for the account of the J. P. Taylor Co. 

Obviously the competition between these two concerns at that market 

was eliminated: 

June 6, 1919. 

Mr. A. L. Gasgow, 

Gresham Court Apartments, Richmond, Va. 

Deab Giasgow : We have a letter from the Reynolds Tobacco Co. of Winston- 
Salem saying that if it is any assistance to us to give their business to you at 
Hartsville they will be glad to do so, and you may consider the matter as 
settled that you are to have the account of the Reynolds and the Taylor Co. at 
Hartsville, S. C. 

Yours, very truly, . 

73909—21 10 
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In addition to the tobacco purchased through the subsidiaries of 
the Universal Leaf Tobacco Co., the R. J. Reynolds Tobacco Co. 
untilized the following dealers for the purchase of its bright southern 
tobacco: Clark Bros. & Co., Bedford, Va. ; Thomas Hughes & Co., 
Greenville, N. C. ; \V hitehead & Anderson, Wilson, N. C. 

The following letter from Whitehead & Anderson, addressed to the 
R. J. Reynolds Tobacco Co., dated November 25, 1919, indicates 
clearly the reason the R. J. Reynolds Tobacco Co. held off the market 
at Wilson, N. C, in November. 

NOVEMBEB 25, 1919. 
R. J. Reynolds Tobacco Co., Leaf Depabtment, 

Winaton-Salem, N, C. 

Gentle en: Your telegram of the 24th reading as foUows, "Discontinue 

buying all grades for our account until further advised,*' was received by us at 
11.30 a. m., at which time practically all the offerings of that day had been "dis- 
posed of. We are saying this so that you may understand the inclosed daily 
report of yesterday. We are in receipt of your letter of the 24th confirming 
telegram to which we refer above, and note that you will probably remain off 
the market unless there is a material decline in the present market prices of 
your grades. For your information we will say that we followed the market 
closely to-day and we saw no evidence of an easing off in price by reason of our 
coming off these grades, except possibly No. 3 was a shade lower, the better 
grades holding very firm. 

Yours, very truly, Whitehead & Anderson. 

H. G. Whitehead. 

While the tobacco bought on the Baltimore market is not usually 
considered to be in the bright southern district, yet it is thought well 
to point out at this time that the B. J. Eeynolds Tobacco Co. pur- 
chased its requirements of Maryland tobacco on the Baltimore market 
through W. H. Winstead & Co. (Inc.), and the O. C. Gregory Co., 
subsidiaries of the Universal Leaf Tobacco Co. 

The following letter would indicate that the R. J. Reynolds To- 
bacco Co. followed the policy of holding off the market at Baltimore 
in order to bring the prices down in addition to buying its require- 
ments under cover : 

Winston-Salem, N. C, April 19, 1920, 
Mr. O. C. Gkegoby 

(Care of O. C. Gregory Co.), 

Richmond, Va. 

Dear Sibs : I have your favor of the 16th instant, and wish to advise that I 
expect to leave the city within the next day or two, and will be away "for 
about 10 days. I shall be glad to see you on my return home. 

I was in Baltimore last Saturday and went over the Maryland situation with 
Mr. Harrison. We came to the conclusion that about the only thing to be done 
at present was to play a waiting game. 

Yours, very truly, W. N. Reynolds, President, 

By the Imperial Tohdcco Co, of Great Britain and Ireland {Ltd,)—* 
The Imperial Tobacco Co. purchased a large quantity of its bright 
southern tobacco through Dibrell Bros., of Danville, Va. An exami- 
nation of the invoices rendered the Imperial Tobacco Co. by the latter 
concern indicated that the purchases were made on order. This, 
however, was denied by an official of the Imperial Tobacco Co., who 
asserted that the invoices were not made out properly. The Im- 
perial Tobacco Co. also purchased large quantities of bright southern 
through various subsidiaries of the Universal Tobacco Co. during 
the 1919 crop season. 

The letter set forth below indicates that the Imperial Tobacco Co. 
did not intend to increase its purchases even though other buyers 
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went oif the market; the only result from this action would be, of 

course, a reduction in price : 

December 2, 1919. 
The Impebial Tobacco Co. (Ltd.), 

GreenviUe, S. C, Rocky Mounts Kinston. 

Gentlemen: We understand that some buying support has been withdrawn 
from the market. This is to caution you that we do not wish you to buy in 
excess of 30 per cent of your sales. A defection of others may cause a weak- 
ening in the market, but do not exceed 30 per cent until further advice by 
us. Hold your purchase of CLB down to the minimum and do not increase 
your purchase of CLC and CB. 
Yours, very truly, 

The Imperial Tobacco Co. of Great Britain and Ireland (Ltd.), 
E. S. Carlton. 

By the British-American Tobacco Co. (Ltd.). — As indicated in a 
foregoing paragraph covering the hurley purchases of the British- 
American Tobacco Co.' the Export Leaf Tobacco Co. acts as a buying 
agency fon the British- American interests. Considerable bright 
southern tobacco was purchased by the Export Leaf Tobacco Co. 
through I. N. Vaughan & Co.» of Richmond, Va. 

Purchases are also made by this concern from subsidiaries of the 
Universal Leaf Tobacco Co. 

On December 11, 1919, the manager of the Richmond leaf depart- 
ment of the American Tobacco Co., wrote a letter to the manager of 
the Durham leaf department, Durham, N. C, from which the fol- 
lowing quotation is made : 

I have just been in telephone communication with Mr. Mahler, at New York, 
and advised him I was in receipt of telegram from Mr. S. B. Qurrin, at Green- 
ville, stating that the Export Tobacco Co. had practically withdrawn from the 
market and the cutter grades were very much cheaper. 

It would, therefore, appear that, following the action of the Export 
Tobacco Co. in withdrawing from the market, cutter grades of ciga- 
rette tobacco became much cheaper. 

Section 8, Collusion in buying^. 

Particular attention was paid to the charge that there was coUu- 
tion among the buyers of leaf tobacco, especially the large interests — 
that is, whether there was any agreement or understanding between 
these companies to manipulate the market. It was believed that if 
such agreements existed the buyers' procedure in buying would ren- 
der it evident to experienced persons on the floor while such buying 
was going on, although the buyers themselves might not be aware 
of such fact. The warehousemen and independent dealers, therefore, 
who accompanied the sales were particularly questioned as to evi- 
dence of the action of the buyers on the floor. 

It is only fair to state that many of the independent dealers and 
warehousemen in their interviews were unequivocal in their state- 
ments that they did not observe anything in their operations on the 
market that would indicate that there was collusion on the part of 
manufacturers and large dealers in buying of leaf tobacco. How- 
ever, there were many who expressed a contrary opinion. 

The independent dealers stating that there was collusion appar- 
ently based their opinions on the following : 

That common buyers were employed. 
/ That many of the companies confined their purchases to a certain 
t)ercentage of the offerings, not bidding above a certain price. 
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That there apparently was a disposition not to bid against each 
other on some grades; and that they bid actively against each other 
on some markets and do not compete at all on other markets. 

No documentary evidence was offered that any of these acts re- 
sulted from agreements to that effect. 

The warehousemen generally were rather guarded in expressing 
themselves, in some instances stating they represented both the buyer 
^and seller and preferred not to be quoted. Quotations from some 
of the more prominent ones are as follows : 

A warehouseman at Augusta, Ky., stated that "the buyers on 
local markets are very close friends," and he thinks "they allocate 
the days among themselves; that is, permitting one to do the bulk 
of the buying on a certain day, while the rest ' lay down.' The next 
day one of the other would do the bulk of the buying, and so on." 

Another warehouseman at Augusta, Kv., stated that he observed 
in 1918— 

two certain buyers would always stay together on the floor and never get out 
of sight of each other. When they came to a pile of tobacco, if one of them 
noticed the other had bid on it he would not make a bid, but would let the 
other have it, and vice versa. They would give and talje. 

A warehouseman at Hopkinsville, Ky., in reply to a question as to 
rotation in buying, stated : 

It looks that way ; we had it that way ; a fellow will buy to-morrow and the 
next day he will be out. 

A warehouseman at Lexington, Ky., stated : 

I have heard one buyer charge anotl>er buyer with hogging, saying "Why 
don't you l^t me have some of the tobacco?" and have observed that the man 
spoken to would let up and the other fellow would buy. All through the sea- 
son I noticed there was considerable harmony in the buying between the buyers 
of twoof H:he large companies. When one bought largely of certain grade the 
other bought sparingly, and vice versa. 

Similar information was obtained from various o^her warehouse- 
men, but few could produce definite evidence as to dates, persons, etc., 
although every lead of this nature was investigated. Growers in 
several sections were also of the opinion that there is some sort of 
understanding between the buyers, but were unable to give any con- 
crete facts. 

The custom of some large concerns instructing their buyers to 
purchase a certain per cent of the market offerings (sometimes limit- 
ing the price to be paid) is given as an indication that there is agree- 
ment between them. The following are typical instructions : 

Durham Leaf Department, 
Liggett & ^Iyers Tobacco Co., 
Durham, N, C, December -), 1919. 
Mr. R. S. Johnson, 

Buyer, Ligffett & Myers Tobacco Co., South Hill, Va. 

Dear Sir : For the present huy only from 6 to 8 per cent of your sales, cer- 
tainly not to exceed a hi^rher figure. 

Should your market show any disposition to weaken in price, do not increase 
your purchases, or do anything to hold prices up. 

For the balance of the season do not pay over $1.10 for any wrappers, and 
we think the bulk of them should he bought from $1 to $1.05. 
Yours, respectfully, 

Durham Leaf Depabtment. 
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Export Leaf Tobacco Co., 

Richmond Depabtment, 
Richmond, Va, September 27, 1919. 

Eastern Nobth Cabolina Mabkets. 

Deab Sib: We are inclosing you herewith revised price list, which it will be 
in order to put into effect at once. 

These prices, we trust, will enable you to purchase around 20 to 25 per cent of 
the sales ; however, we do not wish you to exceed them on any grade. 

Kindly aclcnowledge receipt. 

Yours, very truly, Export Leaf Tobacco Co. 

The American Tobacco Co., 
Ill Fifth Avenue, New York, January 5, 1920. 

Deab Sib : Upon receipt of this letter, we will thank you not to buy over 10 
per cent of the total sales daily. 

Please bear in mind, we do not want over 10 per cent of the offerings, regard- 
less of prices. • 
Yours, very truly. 

Richmond, Va., January 5, 1920, 
To various North Carolina and Virginia buyers: 

GENEBAL INSTRUCTIONS. 

We wish you to encourage any show of decline in the market and to take 
advantage by a reduction in averages of all grades. ' 

You will write to us immediately after the reopening of the market and will 
describe the situation, reporting your purchases and averages. Meanwhile, if 
the conditions appear favorable, you may buy 30 to 35 per cent of the offerings. 
Yours, very truly, 

JaS. J. HlCKEV. 

The buyers usually make daily or weekly reports showing the per 
cent of offerings purchased by themselves and their important com- 
petitors. When the percentage is exceeded, buyers are frequently 
taken to task by their principal. In this connection, one warehouse- 
man in an interview stated as follows : 

One day in the 1918 season the buyer for a large manufacturer came into my 
office after his sales and totaled up his purchases. He then exclaimed, " I have 
bought 40 per cent and I was only supposed to buy 20 per cent.'* This shows 
that they had their heads together and allocated the quantity. 

The following excerpt is taken from a^ communication from the 
representative of one of the large concerns to its buyer at Owens- 
boro, Ky. : 

I beg to advise that I have looked over the reports of southern Kentucky 
section and am very much surprised to know that some of the markets are 
buying from 20 to 30 per cent of the breaks, when we had a positive under- 
standing that we should not exceed 15 per cent under any circumstances. 

In another communication from the buyer for one company to his 
superior at Owensboro, Ky., he refers to the buyer for another large 
coihpany, and says : 

I suppose these tobaccos are for the branch. I think he is buying 

too much and probably will be called down when Mr. gets around, but 

there is where the good tobaccos are, and they have a very high market. 

This would indicate that the buyer for this company had knowl- 
edge of the other company's requirements as well as their uses of 
certain tobaccos. 

Specifying the percentage to be purchased was not followed by all 
of the companies, and in this connection it is to be noted that per- 
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sons interviewed who referred to this feature almost invariably com- 
mended the E. J. Reynolds Co. for not pursuing this custom. 

A close relationship existing between the Export Leaf Tobacco 
Co. (buying agency for the British- American Tobacco Co.) and the 
Imperial Tobacco Co. of Great Britain and Ireland may possibly be 
inferred from the fact that the latter company loaned to the former 
company in 1918 over 4,000,000 pounds of tobacco in England, the 
loan to be liquidated by the return of equivalent tobaccos out of the 
former company's American stocks. An explanation of this transac- 
tion was given by a representative of the Export Co., as follows: 
The English Government commandeered considerable tobacco in 
1918, causing a shortage in the stock of his company, and which neces- 
sitated the borrowing for immediate use in England of this tobacco, 
owing to the fact that transportation was not available from their 
stdbks in America. 

There also appears to have been considerable harmony between 
the buyere of the Reynolds Tobacco Co. and buyers of other com- 
panies, as is indicated by the following communications : 

Lexington, Ky., December 23, 1918. 
Mr. W. N. Reynolds, 

Winston-i^alem, N. C. 

Dear Sib : Your favor of the 20th received. I wired you as foUows, which I 
now cf)ntiriii: 

** Have arrange<l for Unmusig to go to Greenville, Tenn." 

I had a talk with Mr. Glenn, and he thought it advisable to send Mr. Unmusig 
to GreenvJle. 

Low-grade tobaccos in southern Kentucky and Tennessee closed much stronger 
on Friday on account of J. M. Buckner buying very heavily. Class of tobaccos 
which we had been buying from 9 to 12 cents brought from 12 to 17 cents. All 
markets in that district, as well as in the hurley district, have closed until 
January 1. 

I si)ent the day with many of our buyers going over the w^arehouse floors in 
Lexington. There is a great deal of common tobacco, but about as large a per 
cent of useful tobacco on the floors as there was any time last year. Thin, 
colory, lifeless trashes are being bought by Vaughan at prices ranging from 35 
to 55 cents. (Xniningham is still buying the better tobaccos, paying up to 72 
cents i)er pound for same. I believe they have both been buy.ng for L. & M. 
or A. T. Co. However, I j-aw Mr. Lipscomb nearly every day last week in south- 
ern Kentucky, and he gave me his word that they had not purchased a pound 
directly or indirectly. 

I have my organization completed and will be on all the markets on Decem- 
ber 30, at which time sales will be resumed. In all about 11,000,000 pounds 
have been sold, one-third of which is in the basements of the different ware- 
houses and is being worked over to be put back on the floors December 30. My 
idea at this time is to purchase about 30 per cent of all the best markets up to 
60 cents. Of course, I am going to feel my way and see what I can do with the 
markets, as I believe if Cunningham and Vaughan have filled their orders a 
few sane heads could establish a lower. plane. I would be pleased to have a 
letter from you by return mail offering any suggestions you can. 
Yours, very truly. 



Lexington, Ky., Fehruary 14 y 1920. 
Mr. W. N. Reynolds, 

R. J. Reynolds Tobacco Co., Wnistofi-Salem, N. C. 

Dear Sir : Inclosed find detailed report of purchases to February 7, 52,446.603, 
at an average of $54.36. I have purchased to date approximately 59,000,000 
pounds of tobacco. I have mailed the leaf department, under separate cover, 
printed slip showing how I keep up with the amount of my purchases. The 
amount of tobacco named is tobacco that has been actually paid for. 

I have had what I consider a very satisfactory week. A. T. Co., J. P. T. 
Co., and J. M. Edmunds Co. have been in and out and we have been taking ad- 
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vantage of It. While the high grades of tobacco in Lexington and all over the 
district are getting very scarce, we are getting mnch useful tobacco at re- 
duced prices. Low grades on Friday this week are considerably easier on 
account of the Edmunds Co. being blocked in their prizing houses. There is 
much tobacco selling 16 cents and down that I am in favor of buying to keep 
over another year. If the crop pans out larger than I anticipate, but I do not 
believe this will be the case, I think the figures you, Mr.* Williams, and myself 
made on the actual tobacco in the crop will be approximately correct, and I 
will have to do my utmost to secure our requirements. I believe in another 
year the J. P. Taylor Co. will handle the leaf business of the A. T. Co. 

L. & M. are buying heavily on all markets. In most places they are dis- 
posed to treat us fairly. 
Yours, very truly. 

The third paragraph of the first letter from the head buyer for the 
Reynolds Co. to Mr. Reynolds and the last paragraph of the second 
letter from Mr. Kirk to Mr. Reynolds indicates a very intimate 
relationship between the Reynolds Tobacco Co. representative and 
similar officers of the Liggett & Myers Co. and the American 
Tobacco Co. 

Further indication of a close relationship between the Reynolds Co. 
and the J. P. Taylor Co. is shown in the following communication of 
Mr. J. I. Miller, president of the J. P. Taylor Co., to Mr. T. H. Kirk, 
of the Reynolds Tobacco Co., at Lexington, Ky., and Mr. Kirk's 
reply to Mr. Miller : 

Richmond, Va., February 2, 1920. 
Mr. T. H. KiKK, 

Director, R. J. Reynolds Tobacco Co., Lexington, Ky. 

My Dear Mr. Kirk : I have your valued favor of the 31st ultimo, inclosing 
biU for $23,492.77, and you will see from the inclosed letter to Mr. Parker we 
are authorizing the payment of this bill and are instructing him to settle same 
immediately. 

We have been buying considerable quantities of low-grade tobaccos at from 
1 cent per pound up to 10 cents, according to quality, and Mr. Parker now writes 
, us that the market has advanced very sharply on these tobaccos, and intimates 
that the competition and advance comes largely from your organization. 

The writer feels that he knows about what you are buying these tobaccos for 
and that you want to make money on them, just as we would like to make a 
little money on what we are buying, and we suggest that you make it convenient 
to have a few minutes' conversation with Mr. Parker, in order to let him know 
that neither firm should try to take all of the cheap tobaccos, and see if it can 
not be so handled without any agreement at all that both firms will make a 
satisfactory purchase at every point where there is not too much outside com- 
petition. 

As the writer sees it, there is a very large amount of common tobacco in this 
crop, and with the present condition of the European countries it must be 
bought very cheaply or there will be no profit in buying them, and it is the 
desire of our firm to buy them very cheap out of this crop. 

If this meets a favorable response at your end of the line, I would be more 
than pleased to have you pa^s your ideas along to Mr. Parker. 

With best wishes. 

Yours, very truly, J. L. Miller. 

Lexington, Ky., February 7, 1920. 
Mr. J. I. Miller, 

J. P. Taylor Co., Richmond, Va. 

My Dear Mr. Miller: Your favor of the 2d received and our claim for 
$23,492.77 has been paid, for which I thank you. I have had a most satisfac- 
tory conversation with Mr. Parker to-day and hope everything will work to 
your satisfaction. 

Your are correct in thinking I am interested in common tobaccos, but I am 
much more interested in other grades. 

With kindest regards, I am, 
Yours, very truly, 
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The following letter of Mr. Reynolds to Mr. Kirk clearly indicates 
an approval of the course suggested by Mr. Miller and it is reason- 
able to assume that it was followed : 

Winston-Saucm, N. C, February 2, 1920. 
Mr. T. H. KiEK, Lexington, Ky. 

Dear Sib: Your telegram of January 31 received yesterday, and I wired you 
this morning as follows : 

" Telegram received. With others off we should not carry the market unless 
at very much reduced averages. If common tobaccos are higher advise buying 
sparingly." 

This I now beg to confirm. 

In wiring you I was not unmindful of the fact that you would take every 
advantage possible to buy your tobacco cheaper whenever the opportunity 
presented itself. However, it has been my observation with a number of our 
buyers that instead of their taking full advantage of reducing their averages 
when their competitors were off the market, they simply stand right under the 
market and buy that much more tobacco just because they can buy it for a 
few cents less, although It was still high. By these parties being off the 
market it would indicate that they were willing to have a more sensible market ; 
while on the other hand they may be trying to load us, hoping to get their re- 
quirements later at a considerable less price. In either case we should be pre- 
pared to meet them on reasonable grounds. In other words, if they are wilUng 
to let us have our requirements cheaper we have no objection to their getting 
theirs at a lower price. 

I wired Mr. Dodson this morning to have Mr. Phelon to discontinue buying 
except the grades he is buying for the Louisville plant until further advised, 
and to buy very sparingly of the one-sucker types. I think we had just as 
well wind up our one-sucker purchases after this week; we may reenter the 
Owensboro market a little later. 

I note from your telegram that you say that Taylor and Edmunds came on 
Friday strong on common tobaccos ; if they are higher would advise letting up 
on same, as you know we are getting more of the low grades than we actually 
need, and only want to buy same on a downward price, and not on upward price. 

Young Sheaf wants to work In the Louisville leaf plant this spring and 
summer. If you think well of it you can advise Mr. Dodson. 
Yours, very truly, 

W. N. Reynolds. 

The close relationship existing between the Reynolds Tobacco Co. 
and the Export Leaf Tobacco Co. might also be inferred from the 
following communication in which the president of the latter com- 
pany authorizes the performance of certain work for the former 
company without profit : 

New York, February 25, 1919. 
Mr. E. G. CuitRiN, 

Export Leaf Tobacco Co., Richmond, Vol 

Dear Sir: We are in receipt of your letter of the 24th witli regard to the 
hurley tobaccos redried at our Winston department for the R. J. Reynolds 
Tobacco Co. 

We note that Mr. Perkinson will go over to Winston as soon as convenient 
with a view of ascertaining the rate that should be charged the Reynolds Co. 
for this work. You will please instruct the Winston department to charge 
the Reynolds Co. the actual cost for handling this tobacco, as we do not wish 
to charge them a profit on same, but wish to charge them the actual cost. 
We propose charging them 20 cents per hogshead per month for storing the 
tobaccos and the accounting department will write the Winston department 
as to how these charges are to be handled. 

Very truly, yours, Export Leaf Tobacco Co., 

By R. C. Harbison. 

Buying on joint account is engaged in by some of the large com- 
panies. Under date of July 30, 1919, the manager of the G. O. 
Tuck Co., of Louisville, Ky., wrote to the president of the J. P. 
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Taylor Co. at Richmond, Va., suggesting a joint arrangement at 
Mount Sterling, Ky., stating in the third paragraph of said letter : 

It would not only mean a great saving to both of us in our purchases of leaf 
tobacco on account of the competition which would be eliminated but by 
handling both accounts there is hardly any doubt but what the plant would make 
a much better showing, as the overhead expense of the plant is practically the 
same whether it handles a little or a large quantity of tobacco. 

Under date of August 1, 1919, the president of the J. P. Taylor Co. 
replied, agreeing to the proposition. It is proper to state that this ar- 
rangement was never put into effect. However, it indicates a close 
relationship between these two concerns and the object of the ar- 
rangement is clearly indicated. 

The buyers for the agencies representing foreign countries in the 
purchase of dark tobacco in Kentucky are I)unnington & Co. for the 
Italian regie, and E. J. O'Brien & Co. for the French regie. The 
following letter would indicate a relationship existing between cer- 
tain buyers for these concerns, Mr. Sherrill, an employee of E. J. 
O'Brien, having immediately communicated to Mr. Dickerson, an 
employee of Dunnington's, instructions he had received regarding 

lower prices: 

Paducah, Ky., Fehruary 5, 1920. 

Messrs. W. G. Dunnington & Co., Louisville, Ky. 

Gentlemen : Mr. Sherrill, of Mayfield, claims to have received instructions 
from Mr. O'Brien to-day noon to buy French tobaccos $2 lower average than he 
is at this time making. Also to buy the long tobaccos 2 cents lower. He sup- 
posed that this applied to all French buyers. Will write you fully to-morrow. 
Yours, very truly, 

A. D. DiCKEBSON. 

P. S. — Above instructions apply here and other points in district, I am told. 

A. D. D. 

Another evidence of the close working arrangements between 

Dunnington and O'Brien buyers can be assumed from the following 

letter : 

Louisville, Ky., February 26, 1920. 

Mr. E. Lucas Gibardville, 

101-103 South Hcmover Street, Baltimore, Md. 

Dear Sib : We received a report from the western district saying the Italian 
buyers were authorized to begin buying at a 15-cent average provided they 
could buy the Italian grades. I hope they will be able to buy at that price, for 
if they do I will buy our kind for less money. 

Their buyers wanted to begin buying on an 18-cent average, for I saw the 
letter, but when I sent out instructions not to buy over $15 average, evidently 
the Italians decided that I was right and they would try to buy at the same 
price. 

Respectfully, E. J. O'Bbien & Co. 

The below quoted letter from Mr. Whelan to his employer, Mr. 
O'Brien, relating to conversation with Mr. Hank, who is a representa- 
tive buyer of the Weyman-Bruton Co., an American snuif manufac- 
turer, who likewise purchases large quantities of the dark tobacco, 
would seem to indicate that there was an understanding reached at 
New York among the large buyers " that dark-fired tobacco must be 

lower." 

January 28, 1920. 

Deab Mb. O'Bbien : In a long conversation with Mr. Hank this morning after 
his return from New York, where he visited all of the larger interests, I must 
conclude that he is of the opinion, and his opinion is strengthened by the posi- 
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tion of the large companies he visited, that dark-fired tobacco must be lower. 
He did not mention names, but I am sure he had an interview with the Uni- 
versal, Mr. Scalvini, and the heads of the American Tobacco Co. while in New 
York, and they were all of the opinion that dark tobacco must be lower. 

Mr. Fort, president of the largest bank in Clarksville, has been one of the 
strongest advocates, and has been encouraging farmers to hold their crops at the 
high prices, but he had just returned from New York and Hank says the great- 
est change is to be noted in his position. He claims the heads of the New York 
banks are drawing in closely and reducing considerably the generous credits 
they have been permitting, and Fort is now of the opinion that farmers will 
have to sell their crops — reasoning in this way — when the notes that farmers are 
giving to merchants or for land mature in March or April, it is questionable 
whether the banks will want to renew, or whether they will require the farmers 
to realize on the crops they are carrying. This sounds like good, safe, business 
policy. 

We figured this morning, and he had the figures with him, that there is all 
of 210,000,000 pounds of dark-fired tobacco. Allotting each of the interests their 
maximum quantity, and basing this on a five years' average purchase, only 
totals 153,000,000 pounds, which would leave 57,000,000 pounds surplus. Hank 
had a talk with Dimnington ; Dunnington is fearful of this surplus, and claims he 
has never been as much at sea as at present as how to proceed. He claims that 
if this surplus over and above the ordinary requirements hangs over him, he 
will be censured for buying the requirements in face of the quantity to be sold. 
This sounds like good business, and I feel that you are in identically the same 
position relative to the French tobacco. 

Hank further states that one of the large exporting companies told him they 
have had an opportunity of doing a large exporting business. From his talk 
it was the Universal, and it was the English business they had in view, and the 
proposition Jis made to them was: A deposit in the banks of London, sterling 
at the present market value, they to let this balance remain in the banks of 
London, not to be withdrawn but to be placed to their credit, and to accept it 
at the present exchange rate. They consulted prominent bankers in New York, 
and were informed that they would not accept the proposition, for they could 
see no bottom to where exchange would go. 

The Imperial are beginning to ease up in their purchases and their Owens- 
boro purchase especially shows the most noticeable decline. Hank states they 
are taking in an easy way grades of prior leaf at Owensboro from $25 to $28 
that earlier in the season were bringing from $45 to $60, they have also shown 
an easier tendency at Hopkinsville. The American Tobacco Co. have withdrawn 
from 26 markets, air-cured and hurley, which, I believe, is an indication of 
lower prices, both for hurley and dark. 

I believe that there is 50 per cent of the hurley crop sold, about 50 per cent of 
the Green River crop, 75 per cent of the one-sucker of air-cured crop, and not 
over 10 per cent of the dark-fired crop of Kentucky and Tennessee is sold. 

His estimates of the five-year average purchases of the different interests are 

as follows : 

Pounds. 

Italian rC'gie 40,000,000 

Spain 15, 000, 000 

Bremen 14, 000, 000 

France - 25, 000, 000 

Snuff 30, 000, 000 

Imperial and England 14,000,000 

Rehandlers, cigar and various small manufacturers 15,000,000 

Making a total of 153,000,000 

Which is about a five years' average of the dark-fired crop. 

I write this for your consideration, as I do not have. you long enough to go 
into details. Please study this carefully, and arrive at a conclusion as to the 
better policy to proceed on the fired contract. Hank believes the next three 
weeks will determine the actual prices at which the crop will sell, and whether 
or not the Italians are sincere in their present bearish position. 

R. J. Whelan. 

And the following communication from the vice president of the 
American Tobacco Co. to its representative at Louisville, Ky., would 
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seem to further confirm the fact that the various big buyers of fired 
tobacco did confer at New York and were, at least, of the opinion 
that they should hold off the market and await lower prices. 

January 13, 1920. 
Mr. J. E. Lipscomb, 

Louisville Leaf Department, Louisville,' Ky, 

Deab Sir: I am in receipt of weekly statement of J. P. Taylor Co. sliowing 
that tliey have bought 1.195,980 pounds BX grade. 

In regard to the suggestion you made to let these people buy bright tobacco, 
I have thought over the matter and believe it is wise to let them do so. Under 
the circumstances I think we should let them continue to pick up slowly another 
million pounds of E light and in the meantime give them what bright grades 
you want on certain markets. I will leave this matter entirely for you to 
handle with Mr. Parker with only the suggestion that you advise him to handle 
it in such a manner that all of our men will not know. Would thank you to 
advise me what you do in the premises. 

In reference to grade GL, of which our requirements are about 750,000, I 
think it is all right to buy this grade on the loose floors in preference to buying 
same from dealers, but I would take it very slow and wait very late to buy it. 
I have talked to all of the big buyers of fired tobacco, and practically none of 
them are on the market to speak of, and are waiting for much lower prices. 
There is very little export demand for this tobacco, and, furthermore, very 
little could be exported just at this time, and for the small quantity w^e want 
I think we can take a chance and wait until nearer the end of the season and 
get it very much cheaper than if we tried to buy it now. I will leave this 
matter entirely with you. 

I saw a memorandum of the redried stock the Taylor Co. put up out of this 
crop and my recollection of their old marks, no doubt you can take over quite a 
quantity of this tobacco. Would like you to advise me what you can take. 
Yours, very truly, 

*■ — , Vice President. 

Mr. Hank, however, in an interview, stated that the only people he 
saw while in Xew York was an official of the Universal Co., and that 
their conversation was limited to general conditions in the trade. 

The two following letters may be interesting as an evidence of the 
ease with which (owing to the small number of buying interests, the 
use of telephone, or personal communication) buyers may get to- 
gether, either with or without the approval of their principals: 

Stewart Tobacco Co., 
Tm Center, Ky., May 1, 1920. 

Messrs. W. G. Dunnington & Co., Louisville, Ky. 

Gentlemen : We were getting along all right until Mr. Hank and Mr. Stahl 
themselves came into our territory with their buyers, Mr. Hank offering 18, 
8, and 4 for leaf and good crops, Stahl offering from $18 to $21 for leaf and 
4 to 8 for lugs, which of course has tied everything up for us as tight as 
possible. 

We had confined ourselves to the good grades and were offering from 14 to 15 
cents for leaf and 3 and 4 for lugs, and if they had offered the same prices they 
could have bought and also let us buy all that we were allowed, but, as we 
stated before, they didn't buy anything but just tied everything up. 

They have led the farmers to believe that they are going to get 25 cents for 
these best crops. However, this hasn't excited us the least bit, as the tobacco 
is still there. 

We will be unable to commence prizing this w^eek, as all the tobacco we 
bought this week is hanging in the barn, with no prospect of a season in sight. 

Yours, very truly, 

Stewart. 



May 3, 1920. 
iSTEWART Tobacco Co., La Center, Ky, 

Gentlemen : We have your letter of the 1st instant and have read same with 
interest. Suppose you will have to wait until farmers get over the excitement 
of efforts of the paying of high prices by other firms the past week. 
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We wish to caution you against using just such a remark, as follows, in 
future letters: 

" We talked to your Mr. Dickerson over the phone last night, and he said 
that both Mr. Hank and Mr. Stahl regretted what they had done." 

This might be misunderstood by others and probably you would get in trouble, 
or you would be censured for it some way, and we know, of course, there is 
nothing to the matter, for we have no control over other buyers and have no 
connection. You will therefore destroy your copy of letter to us dated May 1, 
together with this letter, and we will destroy your letter to us. 

In the future please address delivery reports to us at station F in addition 
to the usual address in order to reach here as early as possible. 

Thanking you for your attention to these matters, we are 
Yours, very truly, 

Mr. Hank is in charge of and directs purchases for the Kentucky 
Leaf & Transit Co. (Weyman-Bruton Snuff Co^, and Mr. Stahl is 
of the firm of Stahl & Hay den (connected with E. J. O'Brien). 

It will be noted that the letter of May 1, 1920, referred to in the 
letter last above, was destroyed by the recipient, who also instructed 
the writer to destroy the original. 

While the evidence submitted is not conclusive, it indicates that 
a very close relationship exists between some of the large manufac- 
turers and dealers. In considering the facts submitted it should be 
noted that the companies involved maintain a dominant position in 
many of the most important types of tobacco grown. (See p. 61.) 
For this reason it is thought the evidence thus far obtained is of more 
weight than would otherwise prevail. 



Chapter IV. 
EVIDENCE AS TO VIOLATIONS OF THE ANTITRUST LAWS. 

Section 1. Introduction. 

The resolution provides that the Commission investigate the facts 
relating to violations of the antitrust acts by corporations or indi- 
viduals with relation to the cause of the decline in the prices of loose- 
leaf tobacco during the years 1919 and 1920, and especially since 
October, 1919. In this connection" the' Sherman Antitrust Act, passed 
July 2, 1890, and the Clayton Act, passed October 15, 1914, are con- 
sidered. In Chapter III the evidence collected as to the causes of 
the decline in certain types of tobacco last season has been presented. 
The purpose of this chapter is to call attention to the acts by certain 
companies and individuals that contributed to these causes and their 
relation to the existing laws. 

In May, 1911, the Supreme Court decided that the American To- 
bacco Co. and various of its subsidiaries and stockholders constituted 
an illegal monopoly under the Sherman Antitrust Act (221 U. S., 106). 
The case was then remanded to the circuit court to work but a plan 
of dissolution which should bring about results in harmony with the 
law. In accordance therewith a plan of dissolution was agreed upon 
and a decree entered November 16, 1911 (191 Fed., 371). As a result, 
there were 14 companies organized to take over the property and 
the business of the defendants in this cause and which, in turn, 
became subject to the decree. These companies were as follows : 

American Tobacco Co., 

Liggett & Myers Tobacco Co., 

P. Lorillard Co., 

American Snuff Co., 

George W. Helme Co., 

Weyman-Bruton Co., 

R. J. Reynolds Tobacco Co., 

British- American Tobacco Co. (Ltd.), 

Porto Rican-American Tobacco Co., 

MacAndrews & Forbes Co., 

J. S. Young Co., 

The Conley-FoU Co., 

The Johnston Tin Foil & Metal Co., and 

United Cigar Stores Co. 

Certain of the provisions of the decree also applied to the Im- 
perial Tobacco Co. (Ltd.). 

'The defendants were enjoined specifically, among other things, 
from merging the 14 corporations in any shape, manner, or form; 
from entering into any agreements or arrangements regarding the 
control or management of the 14 corporations or the price or 
terms of purchase or sale of tobacco and its products; from the 
use of joint clerical organizations or offices; from anv of the cor- 
porations named retaining or holding stock in any of tne other com- 
panies; and from doing business, directly or indirectly, under any 
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other than its own corporate name unless the ownership of the sub- 
sidiary corporation was disclosed. 

It was further provided that for a period of five years the 14 
corporations named were enjoined from having interlocking direc- 
torates; from employing common agents to purchase tobacco leaf 
or to sell tobacco and its products ; and from purchasing the capital 
stock or properties of any other of the 14 corporations. 

The British- American Tobacco Co. (Ltd.) and the Imperial To- 
bacco Co. (Ltd.) were also enjoined from employing a common 
agent for the purchase of leaf tobacco and from acting as agent for 
each other or from uniting with any of the other 14 corporations in 
the employment of a common agent. 

It might also be stated that the individual defendants for a period 
of three years were enjoined from acquiring or holding any stock in 
any of said 14 corporations, except in the British-American 
Tobacco Co. (Ltd.), in excess of the amounts which the decree pro- 
vided unless it was acquired from other defendants or their estates. 

The last provision of the decree provided that the jurisdiction of 
this cause be retained by the court for the purpose of making such 
other and further orders and decrees, if any, as may become necessary 
for carrying out the mandate of the Supreme Court. In view of this 
fact any evidence contrary to the provisions of the Sherman law ob- 
tained relative to these 14 corporations will be discussed as a viola- 
tion of the decree. 

Section 2. Violations of the spirit of the decree. 

It will be noted above that some of the provisions of the decree 
were to be in force for only five years. One of such provisions was 
that the 14 corporations named, their officers, directors, agents, 
servants, and employees should be enjoined as follows : 

None of said 14 corporations shaU retain or employ the same agent or 
agents for the purchase in the United States of tobacco leaf or other raw ma- 
terial or for the sale in the United Stats of tobacco or other products as that 
of any other of said corporations. 

This provision, it will be noted, included both the purchase of leaf 
tobacco and the sale of the manufactured product. The court ap- 
parently was of the opinion that at the end of the five-year period 
competition would have been restored so that further restriction 
would not be necessary. During this period the form of contract 
used in the purchase of tobacco by some of the companies was as 
follows : 

We have decided to offer you our order on the * * * market for the 
season 1920-21, with the understanding that we reserve the right to discon- 
tinue this arrangement at any time. We also reserve the right to reject any 
and all tobaccos not purchased strictly in accordance with our instructions, 
and to hold such tobaccos for your account, and subject to your order. 

We assume no responsibility whatever for any tobaccos purchased by you for 
us until the same are delivered and accepted by us. 

The tobaccos must be packed in good condition, so that they wiU keep for at 
least 10 days, and must be carefully handled and packed in every way and 
delivered by you f. o. b. cars at shipping point. 

We agree to pay you for such tobaccos as are accepted by us the following 
commissions : * * * 

In accepting the order it must be with the distinct understanding that under 
no circumstances are you to purchase tobacco for the American Tobacco Co., 
Export Leaf Tobacco Co., P. Lorillard Co., the Imperial Tobacco Co., R. J. 
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Reynolds Tobacco Co., American Snuff Co., George W. Helme Co., Weynian- 
Bruton Co., British-American Tobacco Co. (Ltd.), or Porto Rican-American 
Tobacco Co. 

We hope that our relations will be entirely pleasant and agreeable. 

We shall thank you to acknowledge receipt below, advising that you accept 
the order upon the conditions named and return one copy to us. 

(Reply.) 

I acknowledge receipt of the above and accept the offer therein upon the 
conditions outlined. 

This contract is still used by at least one of the large companies, 
although the provision in the decree expired by limitation Novem- 
ber, 1916. It would seem, however, that no attention is paid, at 
least, at the present time, to the terms of the contract relating to 
purchasing for other of the companies named in the decree. Dur- 
ing the past season the company with which the above contract 
was had also purchased considerable quantities of tobacco for other 
of the disintegrated companies. 

In Chapter III (see p. 55) it will be noted that in 1918 the 
American Tobacco Co., the Lorillard Co., the Liggett & Myers 
Tobacco Co., the E. J. Reynolds Tobacco Co., the Weyman-Bruton 
Co., and the Export Leaf Tobacco Co., a subsidiary of the British- 
American Tobacco Co., all purchased on direct order through the 
Universal Co. or its subsidiaries. In this connection it is believed 
the purchases made from the Universal Co. and its subsidiaries 
should also be noted due to the probability that in many cases these 
transactions were, in effect, on order. All of the companies noted 
above and in addition, the George W. Helme Co. purchased tobacco 
from the Universal Co. in 1918-19. During the 1919 crop year to- 
bacco was purchased on direct order for all of those named above 
with the exception of the Weyman-Bruton Co. Purchases were also 
made from the Universal Co. by all of these companies and, in addi- 
tion, the Black Horse Tobacco Co., a subsidiary of the British- 
American Tobacco Co. 

The operations of the subsidiary companies of the Universal Co. 
have been treated as operations of that company. However, the 
actual operations in the purchase of this tobacco were carried on, in 
most cases, in the name of the subsidiary corporation. Instances 
where the disintegrated companies purchased through the same Uni- 
versal subsidiary are as follows: 

In 1918 the Lorillard Co. purchased stemming and hurley types 
through the Chas. T. W. Argue Co. (Inc.) The Reynolds Co. also 
purchased a small quantity of the stemming types from the same 
company. 

During the 1918 season the Lorillard Co. purchased on order a 
large quantity of the Green River type through the W. H. Winstead 
Co. (Inc.), the Export Leaf Tobacco Co. purchasing the same type 
through the same agency. In the same year small quantities of this 
type were sold these two companies and also a small quantity to the 
American Tobacco Co. The American Tobacco Co., the Liggett & 
Myers Co., the R. J.Reynolds Co., the Export Leaf Tobacco Co., and 
the Imperial Tobacco Co. also made purchases of Ohio and Maryland 
tobacco of this crop. In 1919 Green River tobacco was purchased on 
order through this company by the Lorillard Co. and the Export Leaf 
Tobacco Co. The Lorillard Co. also purchased through this agency 
some of the stemming types on order. In addition, this company 
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I and the American Tobacco Co. made purchases of Green River types 

' from the Winstead Co. 

' Of the 1918 crop, the Lorillard Co., Weyman-Bruton Co., American 

I Tobacco Co., and Imperial Tobacco Co. purchased burley on order 

, through the J. P. Taylor Co. The first three named, together with 

the Reynolds Co. and the Export Leaf Tobacco Co., also made pur- 
' chases of this type of tobacco from the Taylor Co. Of the bnght 

southern types, purchases were also made from this Universal sub- 
sidiary by the American Tobacco Co. and the Export Leaf Tobacco 
Co. During the 1919 season the Lorillard Co., the American Tobacco 
Co., and the Imperial Tobacco Co. purchased burley through this 
agency. In addition purchases were made from the Taylor Co. by 
the Liorillard Co. Of the bright southern types, a large quantity 
was purchased by the American and the Imperial Tobacco Cos. 

During the 1918 season the American Tooacco Co. purchased from 
the P. HT Gorman Co. (Inc.) burley, Maryland, one-sucker, and Green 
River types of tobacco. During the same year purchases were also 
made from the Gorman concern by the Reynolds Co. and the Export 
Leaf Tobacco Co. of the Green River type. In 1919 the American 
Tobacco Co. purchased only the burley and Maryland types from the 
Gorman Co. The Export Leaf Tobacco Co. also purchased some 
bright southern during this season. 

During the 1919 season the Lorillard Co. and the Imperial To- 
bacco Co. purchased a small quantity of bright southern tobacco 
from the G. R. Garrett Tobacco Co. 
It should also be noted that some of the disintegrated companies 

Purchased a portion of their requirements from the International 
banters' Corporation or its subsidiaries. During the 1919 season 
the following companies, namely, the Liggett & Myers Co., the 
American Tobacco Co., and the Export Leaf Tobacco Co., a sub- 
sidiary of the British- American Tobacco Co., purchased large quan- 
tities through this company. 

It would appear, therefore, that eight of the companies subject 
to the decree during the past two years have either purchased 
through or from the Universal Co. or its subsidiaries and three 
through the International Planters' Corporation. It is submitted 
that had these transactions occurred prior to November, 1916, they 
would have been considered as violations of the decree. In con- 
sidering this question it should be remembered that at the time the 
decree was entered there was no organization in existence similar 
to the two named. Particular attention is called to the fact that 
both of the common agents mentioned were formed just about the 
time the limitation as to this practice expired. Also that several 
of the officials of the Universal Co. were formerly connected with 
some of the larger interests. 

Attention is also called to the fact that during the past season 
certain of the companies made purchases of considerable volume 
through dealers, this fact not being disclosed to the trade. This 
practice, which has been termed "buying under cover," had a de- 
cided effect in depressing prices when used by any of the large 
companies. The effect is the same as results from large concerns 
using subsidiaries in the sale of manufactured product in which 
ownership is not disclosed, namely, the deceit of the trade and 
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public. In both cases the public is not informed as to the exact 
facts and is injured thereby. The latter practice is usually termed 
" the use of bogus independents," and is prohibited by the decree. 

The court, in condemning several practices which it deemed unfair, 
used the following language as to the use of bogus independents : 

By any of said 14 corporations doing business directly or indirectly under 
any other than its own corporate name or the name of a subsidiary corpora- 
tion controlled by it : Provided, however, That in case of a subsidiary corpora- 
tion, the controUing corporation shall cause the products of such subsidiary 
corporation which are sold in the United States and bear the name of manu- 
facturer to bear also a statement indicating the fact of such control. 

Although the language of the decree, " doing business directly or 
indirectly under any other than its own corporate name," is broad, 
it was apparently aimed at companies owned by the defendants in 
which their ownership was not disclosed and who were engaged in 
selling the manufactured product. It is believed, however, that 
this provision should be modified so as to include the purchase of 
leaf tobacco through agencies not disclosed to the trade, because the 
public in selling leaf tobacco is entitled to know with whom it is 
dealing as well as when it is purchasing the manufactured product.. 

Section 3. Violations of the decree. 

Another provision of the decree prohibiting the use of common 
agencies in the purchase of leaf tobacco was : 

It is further ordered, adjudged, and decreed that British-American Tobacco 
Company, Limited, and the Imperial Tobacco Company (of Great Britain and 
Ireland), Limited, shall not act as agent for each other, nor employ a common- 
agent for the purchase of leaf tobacco in the United States, and neither of said 
two companies shall unite with any of the said fourteen corporations among 
which the properties and business now in the combination are to be distributed 
in the employment of a common agent for the purchase of tobacco leaf in the 
United States. 

It will be noted that this provision was not limited as to time. It 
appears that the Imperial Tobacco Co. purchases the bulk of its re- 
quirements in this country through its own organization and that 
the purchases for the British-American Tobacco Co. are made 
through two of its subsidiaries, namely, the Export Leaf Tobacco Co. 
and Black Horse Tobacco Co. 

The only indication that the companies have acted as agents for 
each other in the purchase of leaf tobacco is disclosed by the fol- 
lowing : 

Under date of July 10, 1918, it appears that the Imperial Tobacco 
Co. transferred 4,100,381 pounds of leaf tobacco to the British- 
American Tobacco Co. On July 31, 1918, an agreement was made 
whereby the British- American Co. was to replace the same quantity 
of similar grades as near as possible out of their stocks in America. 
The nature of the transaction is disclosed by a letter from an official 
of. the Imperial Tobacco Co. to the British- American Co. dated 
July 10, 1918, which states in part as follows : 

As you will understand from the above, we are not setting them tobacco but 
are exchanging two lots of tobacco presumably of equal value. We are not 
invoicing the tobacco on this side to them, but will take in substitution for it 
their tobacco in America. 

73909—21 11 
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This transaction is explained by an official of the Imperial Tobacco 
Co. in that the British Government in 1917 commandeered tobacco 
stocks in England and that the transfer resulted from this action. 
No mention is made of this fact, however, in the agreement. 

It was shown in the preceding section that the Universal Leaf To- 
bacco Co. purchased for and sold to the Imperial Tobacco Co. out 
of the 1918 crop and during the same j)eriod purchased for and sold 
to the Export Leaf Tobacco Co. a considerablbe quantity of tobacco. 
In 1919 the same company purchased various types of tobacco on 
order for the Imperial Co. and also for both the Export Leaf To- 
bacco Co. and the Black Horse Tobacco Co. Sales were also made 
to these companies from their own purchases during this year. This 
would apparently violate this part of the provision of the decree 
prohibiting the two companies from employing a common agent. 
It was further shown that in 1918 six of the disintegrated companies 
either purchased through or from the Universal Co. various kinds of 
tobacco, and in 1919 that four of the disintegrated companies pur- 
chased through or from the same agency that was used by the two 
British companies. This fact would indicate that the last clause of 
the provision which prohibits them from uniting with the other com- 

Eanies named in the decree in the employment of a common agency 
ad also been violated. 

Section 4. The Clayton Act. 

In view of the importance of certain companies recently organized 
to deal extensively in leaf tobacco, it is thought that their organiza- 
tion and activities should be considered in connection with section 7 
of the Clayton Act. This act was approved October 10, 1914 (38 
IT. S. Stat., 730). The text of the first two paragraphs is as follows: 

That no corporation engaged in commerce shaU acquire, directly or indirectly, 
the whole or any part of the stock or other share capital of another corporation 
engaged also in commerce, where the effect of such acquisition may be to sub- 
stantially lessen competition between the corporation whose stock Is so ac- 
quired and the corporation making the acquisition, or to restrain such com- 
merce in any section or community, or tend to create a monopoly of any line of 
commerce. 

No corporation shall acquire, directly or indirectly, the whole or any part of 
the stock or other share capital of two or more corporations engajred in com- 
merce where the effect of such acquisition, or the use of such stock by the vot- 
ing or granting of proxies or otherwise, may be to substantially lessen compe- 
tition between such corporations, or any of them, whose stock or other share 
capitJil is so acquired, or to restrain such commerce in any section or com- 
munity, or tend to create a monopoly of any line of commerce. 

It will be noted that the first paragraph covers the acquisition of 
the stock of a competing corporation by another while the second 
paragraph is directed to companies acquiring stock in two or more 
competing corporations engaged in commerce. It should also be 
noted that the acquisition of the stock in either case is illegal when 
the effect of such acquisition may be (a) to substantially lessen 
competition or (S) to restrain commerce in any section or community 
or (c) tend to create a monopoly in any line of commerce. 

The Universal Leaf Tobacco Co. (Inc.) was incorporated in 1918. 
The company is primarily a holding company, althouo:h recently it 
has purchased and sold tobacco under its own name. The companies 
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in which it owns stock interest are shown in Table No. 23 (see p. 64). 
In a few cases less than a controlling interest is owned. In others 
the operations of the subsidiary company are limited and relatively 
unimportant. Many of the companies, however, are dealing in vari- 
ous kinds of leaf tobacco and are' doing a large business. Whether 
the acquisition of the stock oi these companies by the Universal Co. 
is in violation of the second paragraph of section 7 of this act may 
well be questioned. 

The International Planters Corporation may also be mentioned in 
this connection. It was organized in 1916, and took over the stock 
of two important companies, which in turn owned stock in several 
smaller companies purchasing leaf tobacco, A list of the companies 
in which stock is owned is shown in Table No. 25 (see p. 56^. It 
will, be noted that the entire stock of the two main subsidiaries is 
owned, while only 50 per cent of the smaller is owned. In November, 
1920, the stock interest in two of the subsidiaries was sold. From 
the facts at hand it appears that the organization of this company 
and its acquisition of certain competing corporations may be in 
violation of this section of the act. 

Authority to enforce the section of the act referred to above, with 
the exception of banks and common carriers, is given to the Federal 
Trade Commission by section 11 oi that act. 



Chapter V. 
CONCLUSIONS AND RECOMMENDATIONS. 

Section 1. Conclusions. 

From the evidence secured the following conclusions are reached 
by the Commission : 

1. Prices paid growers for the cigar types, bright southern, dark 
Virginia, sun-cured, and the Maryland export types during the 
season 1919-20, on the whole, compared favorably with prices for 
the season 1918-19. Certain sections in South Carolina and Georgia 
during the first part of the season and certain grades of the cigar 
types grown in Ohio are the important exceptions noted. For some 
of the types average prices were materially higher last year than for 
the year before. Bright southern is the most important type for 
which prices continued high. 

2. Prices paid growers for the better grades of hurley and certain 
of the dark western types last season also compared favorably with 
prices prevailing durmg the 1918-19 season. After the opening of 
the season in most of the sections producing dark western and hurley 
types prices for the common and low grades suffered a decline, 
and in some sections before the end of the season became demoralized. 
The decline in the prices for the dark fired tobaccos was the most 
marked. As a whole the average price for hurley was about the 
same as for the 1918 crop, while for most dark western types it was 
considerably less than for the preceding season. 

3. The decline in prices is attributable to a combination of three 
factors, which may be stated as — 

(a) Lessening of foreign purchases due to unfavorable exchange 
rates and the contraction of domestic credits, resulting in unfavor- 
able financial condition. 

(b) Increase in quantity of low grades for domestic absorption 
due to crop conditions and failing foreign markets. 

(c) Purchasing methods of larg^ buyers. 

None of these factors alone can be assigned as the controlling or 
predominating cause of price decline. For instance, while the same 
purchasing methods as were used during 1919 appear to have been 
followed in the preceding years since 1915, there was an absence of 
effect on price in those years such as is now under consideration. 
Nevertheless certain of these methods are a resumption of practices 
which were prohibited during the 5-year period prescribed in the 
decree, because they were unlawful. 

4. There is no uniform system of grading leaf tobacco. This 
operates to the disadvantage of both buyer and seller,' especially the 
latter. 

5. Prices to dealers of most brands of manufactured tobaccos have 
been increased during the past year, but for brands on which infor- 
mation was obtained the increase has not been out of proportion to 
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the increase in the leaf cost. The prices paid for the majority of 
the grades of leaf tobacco used by the large tobacco manufacturers 
during the past year were somewhat higher than during 1918-19, 
and considerably higher than for 1917-18. 

Section 2. Commission's proposed action. 

The Commission will give further consideration to possible viola- 
tions of the Clajrton Act. 

Evidence as to the possible violation of the decree entered in 
November, 1911, as a result of the dissolution suit will be made avail- 
able to the Department of Justice at an early date. 

Section 3. Eecommendations. 

It is recommended that the decree above referred to be modified as 
follows : 

1. That the provision relating to the use of common agencies by 
the defendant companies, in the purchase of leaf tobacco, which 
expired by limitation November, 1916, be revived and made per- 
manent. 

2. That the provision relating to the defendant companies doing 
business under any other than their own corporate name or that of a 
subsidiary corporation controlled by them be made specific so as to 
include tne purchase of leaf tobacco through agencies not disclosed 
to the trade. 

The Commission also reconmiends that a Federal system of grading 
leaf tobacco be established by the Department of Agriculture. The 
authority to establish such a system apparently has been given that 
department under section 19 of the United States warehouse act It 
is believed that this would tend to stabilize market values under 
abnormal conditions such as prevailed during part of last season. 
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